


THE EVOLUTION
OF

1ODERN CAPITALISM.

STUDY OF MACHINE PRODUCTION.

JOHN A. HOBSf^,^^^^.:'

* 3 *
AUTHOR OP *^

11
ritoni.i;MS OF ruvBKTV,"

" TUB ECONOMICS OF DISTRIBUTION," ETC,

NEW AND REVISED EDITION,

Condon and fcHitij-on-Cynt!

TUB WAI/THR SCOTT PUBLISHING CO., LTD.

1906.





PREFACE TO THE REVISED EDITION.

Tins new anil enlarged edition of The Evolution of Modem

Capitalism contains additions and alterations so great as to

constitute it in .effect a new book.

The chapters dealing with the conccntrative forces in

modem industry, the growth of industrial Combinations,

Tiusls, Cartels, etc., are entirely re-written. Large use has

been made of recent English and American material, and

much attention is given to new developments of capitalism

in the transport and manufacturing industries of the United

States.

In Chapter X, an analysis of the position occupied by

ilm financier in modern industry is presented, with illustra-

tions from recent developments in South Africa and

America.

White most of the matter of the earlier historical chapters

in UK: first edition is retained, numerous emendations and

additions have been made, and an introductory chapter on

the Origin of Modern Capitalism, based largely upon the

researches in Professor Sombart's great work, Der Modern*

J&fitoliswuSi has been inserted.

For material relating to capitalistic combinations in

Great Britain I desire to express my deep indebtedness to

the writings of Mr. W. H. Macrosty, whose collection and
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analysis of instances form the best single fund of informa-

tion. For recent American material relating to Tiu'.f-s, I

have made large use of the reports of the Industrial ( 'nm-

mission and of the writings of Profussur RichanI Ely and

Professor Jeremiah Jcnks.

J. A*

October 1906,
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THE EVOLUTION

OF MODERN CAPITALISM.

CHAPTER I.

THE ORIP.IN OF MODERN CAPITALISM.

x. Thefirst conditions of Capifatism.
2. Mediaval repositories of Wealth.

3 Rents the origin of early Capital

4.
" Treasure n as the monetary basis.

5, IVeWes, burghers^ and officials the first "Business

Men."
C. The beginnings of Colonial Exploitation and "Forced

Labour?

7. The rise of a ftritish proletariat of dispossessed at/-

timtors*

B. Similar mmwrnnt in Continental Europe.

9. Slmv growth of use of Machinery*

Jj
xo. The Spirit officonmic Rationalism*

n Ciw$t$flf Rnghwd's priority in Capitalism*

i. Capitalism may provisionally be defined as the

organisation of business upon a large scale by an employer
or company of employers possessing an accumulated stock

of wealth wherewith to acquire raw materials and tools, and
hire labour, so as to produce an increased quantity of wealth

which shall constitute profit. Wherever in the course of

history a conjunction of certain essential economic and
moral forces has appeared, capitalist industry in some form
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and size has existed. These essential conditions may be
thus enumerated:

First, a production of wealth not required to satisfy the
current wants of its owners, and therefore saved.

Second, the existence of a proletariat or labouring class

deprived of the means of earning an independent
livelihood by putting their productive labour-power
into materials which they can freely appropriate,
purchase, or hire, consuming or selling the product
for their own advantage.

Third, such a development of the industrial arts as enables
indirect methods of production to afford profitable

employment to organised group-labour using tools
or machinery,

Fourth, the existence of large, accessible maikcts with

populations willing and economically able to con-
sume the products of capitalist industry.

Fifth, the capitalist spirit, or the desire and the capacity
to apply accumulated wealth to profit-making by the

organisation of industrial enterprise,

These are, of course, no series of wholly independent
conditions, On the contrary, they are closely intcr-i elated-

The causes which favour an accumulation of wealth in one
class of a nation, or other social aggregate, will commonly
assist the formation of a proletariat labour class. The
existence of a population capable of generating new wants
will help not only to stimulate accumulation, by offering the

possibility of large profitable sales, but will also arouse the

development of industrial arts, which in their turn will re-act

upon the consuming public by provoking new wants. Such
an atmosphere of technical progress, alike in the arts of
production and of consumption, will educate the desire and
the capacity of capitalist organisation.

2. The forms which capitalist enterprise takes differ

widely according to the relative development of these con-
stituent forces or conditions.

Unless we regard as capitalist enterprises the military and
naval expeditions for pillage, to which so large a share of
the accumulations in the ancient world and throughout the
Middle Ages was applied, the area of older capitalism was
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virtually confined to certain public or semi-public works,
such a 1

? palaces, temples, tombs, castles, and other edifices

for ostentation or defence; the making of roads, water-

courses, and other permanent improvement of transport;
nun ing, chiefly for precious metals; and certain expensive
and ha/ardous branches of commerce with distant parts.

Slave or .serf labour applied to the cultivation of the soil

may also bo accounted a .species of capitalism in ancient

times. Of the most characteristic branch of modern capital-

ism, largo-scale manufacture, the ancient woild contains few

traces.

Until the close of what we call the Middle Ages none of

the conditions we have named as essential to a wide general

development of capitalism was present, and two at least did

not assume considerable dimension? until the eighteenth

century.
As we briefly trarc tine enjr.'i^enre of these forces in the

modern world, we shall bring into prominc'itcc the distinctive

fi'Hlmvii of modern as distinguished ftom ancient capitalism,

us wull UK furnish an explanation of the rapid growth of the

capitalist economy.
In his elaborate research Into the sources of accumulation

in the Middle Ages, Scmitmrt finds five principal repositories

of accumulated wealth :

i. The papal livsuuiry at Rome, fi.d by the contributions

of the faithful, and fiioiimmsly enlianced during the

period of the (ittmdes.

u. The; knightly orders, foremost among them the

'IVniplnrs, whtwj <*sUibli.shinunls extended ovor the

imtins known world, from Greece to Portugal, from

Sicily to Scotland.

3, The royal tn-asuries of Franco and KnglumL

4, The higher grades of the feudal nobility.

5, The dty funds of the important commercial contra,
Venice, Milan, Maple*, ranking first, followed by
Holognu and Florence in Italy, I'ari.s, London,
Oarculonn, ftevillo, Lisbon, lirtiges, Ghent (later

Antwerp), Nlirnbcrg, and Knln, 1

Ikr moderns Kafihtlhmut) /wcUes Buch, Xehntcs Kap.
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If we seek the actual
origins

of the** early ami
we run them "to earth" in rents of n^riniltut.d and city

lands, in the working nf minus, and th disrovery or pilU.'f* of

ancient treasures of the East. In Ihu Middle A# "* the IP mi"

trade and thfi industrial crafts wore never anything *!;

than means of "livelihood," thftir scale and the co-million*

under which they were conducted furnishing no se.ope for

considerable accumulations. Though in the later periods
of the Middle Ages large profits were made out of Colonial

trade and money-lending, these processes implied the pr/>

existence of large accumulations which were essential to their

operations; moreover, further analysis of Colon i;d tiadf

and money-lending drive clown to labour on lit** I.uid a?

the prime source of thuir profits.

3. The historical foundation of rnpiliili'.w is rent, tb* 1

product of labour upon land over and alnvruhat r, i*"|ui'.i!i*

to maintain the labourers; this surplus aeciues by pnht'u *d

or economic force to the king, feudal supeinr, or lundtiwnt i,

and can be consumed or stored by him,

By taxes and tolls, fines, rents, or even by voluntary owtii

buttons, the king, tin; Church, tlw landlord, was abN* to

draw from the cultivation of the; land tlw surplus pwdti'-t nf

the more fertile soil, and most of tlio iucn-wcni ui the

productivity nf a^ricultuni dun to improved iijcthmK <f

cultivation. Systenis t)f taxalifm ;uul of lam I rniwe wctr
evolved in order to extract as much as possible of the-;*'

natural surpluses for the benefit of the political or ct Mieunie

superior. This powur, however, to draw from the culM\,itm ,

a largo amount of the, product*, thrnijih cnnfi-rrinj* on ihi

landowner or feudal superior a lar^e connnatid over ntrpbts
wealth for his personal consumpl ion and tbnt of a lindy rf

idle retainers, would not in itself enable him to act uttmi.itf*,

for the wealth he thus n;e,eivcd would consist idnuvst wholly
of perishable goods; even tho fom-d hbour he sometiiiifs

extorted in lion of product! was of necessity applied ehi"fty
to the production nf buildings, rnsuls, bridges, etc., which,
though of more permanent utility, could contribute liitle to

such accumulation as is required for capitalism.
To the surplus product of agriculture must be added tins

runts of town lands. Though the small town ir.ider or
craftsman under piimitive condition*; was scfdnm able to
make sufficient savings out of his profits to bccoiuc even a
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local usurer, the growth of the smallest sort of town yielded
to the owner of the ground on which it stood a number of

little rents whose growth became a considerable source of

wealth. As from his country estates the feudal noble was

able to squeeze from the peasants the fruits of improved

agriculture and more settled government, so from his town
lands he could take the value of improvements of the in-

dustrial arts. The beginnings of the wealth of cities are

accumulated giound rent"..
1

Investigations into the rccoids of tlie early liiblory of

rising cities show that in neatly all cases the early capitalists

are representatives of the families originally in possession of

the ground on which the town is built. The landowners

necessarily controlled the laying out of sheets; the mill, the

smithy, the markets were made or controlled by them;
houses, booths, and woikshops were olten built by them.

The increments of city values came to them in hereditary or

life leases, or in time I<-AM<";; while sales uf these town lands

and redumptions put large MIIIH into the hands of tlie

territorial aristocracy, \\lio as early n the thirteenth century
in Italy and Flanders are found in the position of largo

1

It was a slow, gradual, and for the working population
an unobserved draining of small panicles of labour which in

course of time was destined to serve as the foundation of

the capitalist t'conumy,"
2 Thr important point to rer'ognihu

is that whether the industry whose surplus piuiita (the excess

over tint subsistence ot UK: worker) IK agriculture, or town

handicrafts iind trading, the first instrument of appropriation
is the ownership of land.

jj 4. Hut we must look to another sort of labour on the

land to furnish this tedmiial condition of fifuctive ac-

cumulation, Payment of runts for country or town lands in

kind could not found capitalism. The discovery and ap-

propriation of the precious mi'tnls arc essential to this

achievement. It is necessary that the original power of

drawing rents should he muiidist'd before the possession of

capital can become itsell a basis of profit. Until "treasure"

could be obtained and retained in Western Kuropu modern

capitalism could make no really considerable start. The

J Of* Sombait, vol. i*
j>, 2yi*

*
Ibid^ vol. I

[j.
268*
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earlier treasure-houses were in the East, and during tin:

early Middle Ages Western intercourse with these older

civilisations meant a constant suckage of the jmvious
metals eastwards to pay for the goods which rainu into

Europe through the Levant trade. Though (icrmanyand
Austro-Hungary turned out consideiablc quantities of #>M
and silver, these passed through the hands of the Italian

merchants into the East. Nut until the rollapso of ilm

Byzantine emphe opened the /Kgean and tin: Abiutic r<u*,t

to the plunder and exploitation of Italian ruins and
merchants did the tide begin tu turn and Western Kuiopu
obtain the supply of money reijuiu'd as a ba:>i: of

capitalism,
Economic historians often misiqirusunl the part playnl

by money. The development of mines and a l;n'#; output
of the precious metals assist the rise of capitalism in that

they give^to
the possessors of thwse prucious metals a power

to divert into channels of indirect production the surplus in-

dustrial energy drawn from the producers in tuxwi, tolls, tents,
etc. A sufficient development of agriculture and of oilirr

industrial arts to furnish such a surplus is a ])n*<ri'r|uiMtc.
The existence of the precious metals in a community en-
ables the type known as "the business man" to arise and
function by directing the flow of "sujK-iiluous industrial

energy" from the production of immediate to that oJ mediate
goods; or in other words, from the direct production of con-
sumers' wealth to the production of industrial and com-
mercial capital-goods. This dous not necessarily occur a.s

a result of the discovery of gold and silver even in a fairly
civilised state. The owners of wealth got from niiiu*
may, often do, use it chiefly for ostentation and for dtwoia.
twe consumption. But blended with this use is the u*.

cognition of another use of precious metals and jewels us
a store of value which on occasion may give the owner a
command over other forms of wealth and over the energy ofm ftti ***men.

Ihis storage of treasure in the hands of kings, nobles and
of cities is first conceived with the design of providing for
defensive or offensive warfare. For defence or attack it is

necessary to mainiain and equip quickly large bodies of
men, to furnish weapons, ships, and other expensive ap-
paratus or war, and the earliest forms of large enterprua
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which resemble capitalist industry are the equipment of land

and sea expeditions for conquest and plunder. The early

funds not only of monarchs but of the Italian cities in the

Middle Ages were uhiufly designed and used for war.

So long as the surplus-product of labour passed, in forms

of tax, toll, and rent, into the hands of kings and nobles,

the Church, the orders, and city funds, whether to be con-

sumed in luxuiy or to be accumulated as treasure, it could

not give ii^e to capitalism.

$ 5. It wau essential that masses of this sin plus wealth

should pass iiitu the hands of "business niun," who should

seek to make it a basis of "
prolHubUs

"
use. Now, records

seem to point to two <:hii/f oiiginb of such a class.

The rise of the great mercantile power of the .Italian cities

clearly indicates one origin
- the cntmncc of members of the

landed aristocracy into city hfu and burgher occupations.
With the growth of more settled order in the country, and
of a softer, mure luxurious habit uf life,, srjme of the landed

nobility cnme to Kvtllo in tho rilio.i, bringing with them

their rent rolls and buying moie nty lands. Especially the

younger brandies of the nobility, no longer wholly occupied
with war, came inlo town life. This nudging of the landed

nobility with dly life was earlier and freer in the Italian and
Flemish states than in France or Germany, and the larger

quantity of money thus brought into the citius by the
11 monctisatiou" of the, rents of their estates contributed not

u lillle to the, railirr develi>puii:iit of lar^e commercial

in kU:i takings by Haliiiti ;uul l^irnti'ili miiehant-hou.sus. In

Kngliuul also irom tho ibirleenth njiihiry the lower nobles

began lo mix mour ciisily with burgher lifti, and "the

younger .srjns tit tint country knifsht sought wife, occupation,
ami estate in the towns/* 1 "A large proportion of the

London apprentice!* wens diuwn frwwi the houses of rural

goliy
|ia

iti ihe tune of KIi/uU:th, the cleavage between the

landwl anil tlu: nioncyutl inlurusls not having yet begun to

display itself. So, tot;, in Germany UHJ early commercial

prosperity of Midi towns us Aug.sburtf, Ntirnberg, JJasel, and

Kiiln was fed fiom a similar source Unfortunately, the

history of (luruiany in the later Middle Ages tended more

'4
(.'uTininyliauj, titowtk of lin&hh Industry> vol. i. p. 126 (Svo,



8 THE EVOLUTION OP

and more to estrange the landed nobility from the peaceful

life and pursuits of towns, a fact which gruatly contributed

to retard the commercial and industrial development of

that country. .

While many of the great business men of the Middle A#:s

in Italy, Flanders, Germany thus sprung fiom the landed

aristocracy, possessing agricultural rents, tolls, and finish ;*s

their commercial nest-egg, the smaller owneis of city-grounds,

the original burgher-families, played an equally imnuUant

part in cases where the town-lands were not closely held ly

noble or by chuich, These original settlers, small farmers

at the start, extending their holdings, often encroaching on

or dividing by agreement common lands, formed bLroui;

local oligarchies, sucking the rising land values to fotin the

capital which they afterwards employed in commerce.

To these nobles or small land-holders who passwl into

commerce with accumulations directly derived from ground-

rents, must be added the officials who, under the fi-mLil

system, were quartered upon the public resources in

lucrative offices of state, or were entrusted with the culler:-

tion and farming of taxes and lolls. Not only went the

salaries of chancellors, marshals, and otlicr high oilitrrs

extremely large, but all officials connected with the raising

and expenditure of public moneys had opportunities for

peculation which were freely exercised. The ruling
families in the cities could thus add to their private ground-
rents a share of the city funds. So large shares of the

original accumulations of royal and papal treasuries, and of

the rents and endowments of monasteries and cities passed
into the hands of the business men, who were agents for

these great public sources of income,1

The management of the estates and the finances of the

private land- owners, lay and spiritual, was largely entrusted
to a class of business officials, who, as rent collectors,

stewards, bailiffs, reeves, intendants, came to share the
riches of the landlords. But it must be remembered that
in whatever form incomes came to these public or private
officers and agents, as salaries, fees, profit, or peculation,
land-rents were the almost exclusive origin*

1 So the Spini, Spigliati, Bardi, Ccrchi, Tula, Altom, anil laler thr
Medici, became the great bankers of the Papacy, (Sumbaxt, vot I
p. 251.)
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Given a class of business-men with such sources of
accumulation in ihuir hands, it is not difficult to perceive
the rliit-f profitable use to which they could put this

"capital/' The most important branch of primitive
capitalism is "usury" or '"

money-lending," and the part
this played in converting feudal into burgher wealth was
nutewuilhy.

1 The gieat spiritual landlords were driven to
bnri(;wiii> uionuy in older to fonvaid to Rome the in-

crcaHii^ iiMiK-taiy contributions which the "age of faith'
1

called fo'lh; the temporal lords, embarrassed by the grow-
ing cxpt.mt-b of \\ar and of building (the two chief uses of

money), were thawn more and more into debt to the

"tanking houses" in Italy, Glanders, and Germany. The
Crraades form a chief landmark in this growing power of

tlj new business class, compelling the Crusaders to borrow
for their expenses of equipment and travel, giving increased

power to their stewards and agents, and bringing back a
new influx of luxurious habits of life from the East which
led them into fuither extravagances. In Italy and else-

wlu-re inrrcubinfr {quantities of land were thus alienated from
their aristocratic owners, forfeited for debt. When the

period of the Renaissance brought the fuller influence of the

East to bear upon "barbarous" Europe, and cities began to

assume an air of luxury and to exercise influence as "social

centres," the country nobility and gentry wishing Wx enter

this new life, found themselves short of money and com-

jiclled to l>t>ncj\v fmui thu rich burghers, Beginning in

Italy as i-aily as the thirteenth cuntury, this movement
reached (lonnnny in the fifteenth, and England in Eliza-

beth's nii^n showed that the t(

money-lending" business

was so lar^o and profitable as to tempt not only Continental

capital but Dutch ticUlcrs from Amstcidam and elsewhere

to compute with the Jewish and Lombard houses in

Kxtravai^anre of dross was itself a considerable factor in

the borrowing habits which built the wealth of the city

{inane iers.

$ 6, But all these modes by which capital has passed
from the ownership of landlords into that of business men
furnish an inadequate explanation of the rapid increase of

* Cf Sombart, vol. i, p. 255,
a
Cunningham, vol. i. p. 324.
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wealth in Western Europe. Without far larger access to

monetary trcasuies as instruments of concentuitud accumu-

lation, without larger opportunities of gathering the various

material resources for the development of UIL> induMrial arts,

modern capitalism would have been impossible in its exist-

ing dimensions. Western Europe supplied no adequate

output of precious metals from the mines: her agricultural

population afforded no increase of production in thu form of

rents large enough to furnish a great stream of accumulating
wealth, nor could the productiveness of the industrial aits of

the towns yield a rapid growth of profit. The economy
of mediaeval Europe did not expobc a lari^c landless pro-
letarian population to the fruc exploitation of profit-socking
masters. The labour basis of modern capitalism was

lacking.
The exploitation of other portions of the woild through

military plunder, unequal trade, and forced labour has been
one great indispensable condition of the growth of Kuropcan
capitalism. "The riches of the Italian cities is quito incon-

ceivable apart from the exploitation of the rest of Itu

Mediterranean; just as the prosperity of Portugal, Spain,

Holland, France, and England is unthinkable* apart from the

previous destruction of the Aiab civilisation, the plundering
of Africa, the impoverishment and desolation of .Stun hurt

Asia, and its island world, the fruitful lOust Indies, and tht

thriving states of the Incas and Astccs," 1

The Italian republics were the first to take this work n
hand. The close of the Crusades saw them in virtual con
trol of numerous cities in Syria, Palestine, the /Kgcun, un<
the Black Sea. From the beginning of the twelfth cuntur)
Genoa, Pisa, and Venice fastened their economic fangs int

the towns of Arsof, Coesarea, Acre, Sidon, Tyre, etc, Tb
break up of the Eastern empire gave Venice a vast colon it

power, not less than three- eighths of that empire fallin

under her single sway; while her rival, Genoa, also acquire
large possessions among the Ionian islands and on the mail
land. Asia Minor and the /Kgean islands were full of ric

natural resources, with large civilised populations inheritii

arts of skilled industry as yet unknown to the Westei
world. The Italian cities did not pretend to colonise in ar

1
Sombart, vol. i. p. 326.
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modern sense this vast, empire, but established trading
centres in the chief towns and took rich toll of the manu-
factures. They found in Antioch, Tripolis, Tyre, a flourishing
silk industry; cotton in Armenia; glass and pottery in Syria;
and considerable mining operations in Phocis and elsewhere.

Their mode of exploitation seems to have been an adaptation
of the feudal system, by \\liich as overlords they exacted a

large portion, usually one-thud, of the total produce of the

soil, mines, and industry. This foim of infcudation, which
later on the Spaniards intioduced into America under the

title of Encomiendas, existed long befoie in these Italian

colonies of the Levant. halar on the feudal form diopped
off, giving place to the sway of privileged companies
wielding a royal or state monopoly.
The real significance of this early "colonisation" for the

ribe of modern capitalism was that it afforded the first

opportunity of profit on a laige fccab, by placing at the dis-

posal of the Italian masteis a large .supply of skilled serf

labour. Nat only wus the property of whole provinces
confiscated to thri conquerors, but the condition of large
masses of the inhabitants was, from old usage, one of virtual

slavciy, "all rights and possessions in men, women, and
children

"
passing to the new feudal superiors. The Italian

conquerors found also a most profitable inheritance in the

slave-trade, which Byzantines and Arabs had carried on
from ancient times. This slave-trade they gieatly extended

by means of a premium system, bringing in great numbers
of captive Mussulmans, so that, for example, the increase of

population in Crete alone under their rule was from 50,000
to 192,725.
Thus early was laid the foundation of the profitable trade

which furnished to Western Europe the accumulations of

wealth required for the later development of capitalistic
methods of production at home. A huge "proletariat/*
slave or nominally free, was first placed at the disposal of

Europe in the near East. The treasures of the East, its

hoarded gold and slaves, its rich textiles, its spices and other

concentrated wealth, poured into Western Europe through
the hands of the Italian traders and bankers. The lesson

taught by this eatly experiment was thai the chief advantage
of conquest lies, not in the discovery and seizure of hidden

accumulated treasure, important as that was in the case of
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early Eastern empire, but in the continuous exploitation of

large quantities of forced labour.

The Portuguese and Spanish learned this lesson well,

recognising that "the true riches of new-discovered lands

are their inhabitants." The Spaniards in Mexico and Peru,
the Portuguese in \Vest and East Africa, the Dutch in

Malacca, Java, and Ceylon, bettered their early instructions,

founding their economic dominion upon an even stronger
basis of "forced" and ct

slave'' labour with a fuller organisa-
tion of the slave supply. The black population of Africa

was, of course, the great reservoir for the new tropical

economy of the European colonial system which spread

through Central America, Brazil, and the West Indies,

taking root later on in North America. The dimensions of

this trade from the beginnings of its development at the

opening of the sixteenth century by the Portuguese wore
enormous : the actual number of slaves in use at any given
time presents but a slight idea of its bulk, for the waste of

life involved in it was so large and the duration of the

economic life of the slaves so short. In 1830 the Kuropoaii
colonies contained only about two and a half million slaves;
but during three centuries a stream of countless millions had
been flowing in to be used up as "raw material" in the

colonial products which built the early fortunes of Spanish,
Portuguese, Dutch, and British merchants.

The profits of the European companies embarking in

early colonial trade were very large, for slave economy is

not in itself and under all circumstances bad. Merivale

cleaily points out the main condition of its profitable use.
" When the pressure of population induces the freeman to
offer his services, as he does in all old countries, for little

more than the natural minimum of wages, those services
are very certain to be more productive and less expensive
than those of bondsmen. This being the case, it is

obvious that the limit of the profitable duration of slavery
is attained whenever the population has become so
dense that it is cheaper to employ the free labour for

In other words, Western Europe until the nineteenth

century did not present the large supply of landless

1
Merivale, Lutum on Colonisation, vol. i, pp. 297, 298.
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labourers required as one condition oF great profitable

capitalism. It is for this reason that colonial economy
must be regarded as one of the necessary conditions
of modern capitalism. Its trade, largely compulsory,
was in large measure little other than a system of veiled

robbery, and was in no sense an equal exchange of
commodities. Tiading profits weie supplemented by
the industrial profits representing the "surplus-value" of
slave or forced labour, and by the yield of taxation and
plunder.
"The particular significance of the colonial economy is

that it affords undertaker's profits before the conditions of
true capitalism are ripe, before the required accumulation
of money has taken place, before there is a proletariat, and
before free land has disappeared"

1

7. The growth of a large proletariat in Western Europe
was an essential condition for capitalist industry. That
meant an increase of rural population beyond the means of

subsistence on the soil, according to current modes of

agriculture and land tenure, and an increase of town

population incapable of earning a livelihood as independent
artificers or craftsman. Now this condition was long de-

layed by the slow growth of population in the European
nations- Famine, plague, and war kept down the popula-
tion through the Middle Ages: the dualli-rate of children

was enormous, and the effective life for the mass of the

people was very short. Though no really reliable statistics

are available, it is pretty well established that up to the

eighteenth century the rate of increase of population for

Europe as a whole was very slow, and even during the

eighteenth century showed no great expansion. In Germany
for a long time after the Tliiity Years' War ^1C population

actually fell off, recovering only in the eighteentli century.
France about the middle of the eighteenth century reached

again the numbers she bad attained in the first half of the

fourteenth century, and still stood below the 18,000,000
she had attained after the death of

^
Louis XIV. Holland

and Belgium seem hardly to have increased for three cen-

turies. From the last half of the sixteenth century to the

beginning of the eighteenth century Italy was stagnant at

1
Sombarty vol. i. p* 358.
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about 11,000,000. In Spain the population showed an

extraordinary decline during the sixteenth and seventeenth

centuries.

The English population estimated at nearly 2,000,000 at

the time of Doomsday, seems lo have grown very slightly for

three centuries, reaching not more than two and a half

millions by 1377, in the last year of Ed\vaid III. Duiing
the following two centuries and a quarter the pace of

growth was more rapid, for at the end of Elizabeth's reign
it is estimated at some 5,000,000. From this time the ratf

of growth again declined, and 6,000,000 was not attained

until nearly the middle of the eighteenth century,
1

Mere growth of population, however, in lands, large pails
of which were uncultivated or poorly cultivated, docs not in

itself explain the formation of a proletariat. As we traced

the beginnings of "capital" to the accumulator! giouu<l-

rentSj so we must trace the beginnings of a moliili; wagi
1 -

earning class to agricultural and industrial changes whirh
detached large numbers of the rural population from their

earlier status as small owners or holders of land, or au

labourers with some stake in the profits of this f:mn llwy
helped to work. Agricultural reforms, involving more pio-
ductive utilisation of land and better business nu-lhoil.,
were the chief instruments of change. In Great Jiriluin

and upon the Continent the primitive agriculture of feudal

1 Mr. Cunningham gives the following selected p'.ihniilrs rif the

population of Kngland and Wales frntn KGK8 onwauls (b'rtwtti rf
English Industry) vol. iii. p. 035):
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society required little
"

capital," and afforded no play for

the "business" spirit. The "landowner" was not much
concerned to exact money rents or to get considerable

profits out of the land; his tenants and the cottagers or

other workers on the farm enjoyed fixity of tenure and of

statusj tilled the soil according to custom for their liveli-

hood, sharing the produce and living a nearly self-sufficing

existence.

Trade in agricultural produce, bringing an increased use

of money into the agricultural economy and stimulating
owners and tenants to a more careful and intensive cultiva-

tion, so as to earn money rents and profits, was the chief

channel of the innovating current, It was the Flemish

demand for wool, which, coming upon England in the

Tudor age when political and social conditions were

favourable, afforded a large profitable use of pasture, lead-

ing to the enclosure of great quantities of common lands

and wastes, and the formation of large pasture farms under

new proprietors who, entering into the estates of the de-

cayed baronial families ami the confiscated church and guild

lands, administered them by their agents in the spirit of a

modern rent-receiver* This foreign market for wool, and

the growing market for grain afforded by the increase of

London and other centres of population and by a certain

sporadic export trade, began that process of converting the

small yeoman and cottager into the mere wage-earner

which reached its fullest pace in the enclosures at the end

of the eighteenth and the beginning of the nineteenth cen-

turies. Whereas in the earlier period of this movement it

was enclosure for pasture that was the chief propeller, in

the later period it was enclosure for tillage.

Though the earlier enclosures involved much injustice in

depriving small farmers and labourers of their legal or

customary rights in the use of the land, and set afloat

a considerable number of landless folk who lived as

"rogues and vagabonds," or found a settlement in the

towns, the mass of the villagers and rural workers seem to

have retained until the eighteenth century some stake,,

however slender, in Lhe soil, that differentiates them from

the pure proletariat which modern capitalism requires as

a condition* The simultaneous improvements in tillage,

cattle-breeding, and sheep-farming of the eighteenth century
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found an England one third of which still remained in

common fields wilh the slovenly and wasteful r;uUivation

involved in this system. A brcjc pint ofihu counhy was
in the hands of small yeomen, f-irmiivj; their own land,

cottagers or crofters, icnting small holdings and enjoying
not only a share in the common fields, but other nghis of

pasture, forest, and waste. The wage-work for farmers was

partly performed by these, paitly by faim-labouicus \vhr>,

if single, "lived in," and, if mairieJ, were supplied wilh a

cottage on the farm, and wore allowed ceilain small rights
of pasturage for a cow, etc, Again, farmers in many parts
of the country let patches of land to suh tenants, who weio

primarily engaged in weaving or ollw domestic industry, and
worked on the land in their spare time.

The conditions of enclosure and Ihf new fanning changed
all this. Scientific rotation of crops, deep cultivation, the
use of artificial manures, the increasing employment of

machinery, involved a capital outlay and a business adminis-
tration with which the small farmer could not cope.
The yeomen and other small owners or holders were

unable to keep their grip upon the land: the Ir'gril and other

expenses of acts of enclosure, the cost of fcnring and ntln'r

adjustments ruined many of thr-m, rind ihc'y wiu unable to

stand up against the large landowners in tin; df/uiirc of
doubtful legal or customary rights. Thrc speculative bnsi-

ness of growing for markets, will i nurtnatinjj; prices, was tin-

suited alike to their means and their ink'Higciicr, Many of
this class, thus failing to maintain an independent fiKitinu,
came to recruit the new industrial army nf the towns,

.
The cottagers, crofters, and olhcr labourers wore still loss

1

able to retain whatever rights custom yielded them in lhu
beneficial use of the land. The old jialriaidial farm HIV,
which preserved elements of a profit-slum ti# diameter, pave
way before the new business pressure, the supplementary
wages in kind disappeared or were commuted into a trilling
addition to a money-wage which the Poor J aw in the Inter

eighteenth century reduced to a degraded level.

The^
new wheat-farming economy had the further effect

of diminishing winter employment. An even more serious
consideration was the effect of the introduction of ma-
hinery in destroying the supplementary industries which
elped the small peasants to pay their money rents, and
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made even the labourers greatly independent of the farmer.

Though it cannot be supposed that the increased quantity
and improved tillage which followed the enclosures, the
increase of agricultural land by drainage and occupation of

wastes, and the other agricultural improvements, diminish
the aggregate demand for labour, they do not seem to have
increased it suflfiru-ntly to absorb the rapid increase of the
rural population j

for ahcady in the last decade of the

eifrlUui'nLli fentuty there aiose numerous complaints of over-

population in rural parts as well as in towns, and this con-
dition notoriously prevailed through the first half of the

following oentuiy.
Thi" new economy of large faiming which had shaken

from all ownership or stake in the land the great mass of ihe

rural population, did not then become sufficiently intensive*

to absorb thorn as mere wage-earners in the new system.
On tins other hand, the forces drawing the superfluous
labour into the towns or into foreign emigration worts not

yet fully operative. The, Napoleonic war bad retarded for

n, while the development of machine industry and the

demand for labour in the industrial towns; transport was
too fi-fbli! and ino expensive* for any largo stream of cmi-

KrnLinn to the colonies or to America; the shackles of the

l*oor Law and the? I-aw of Sulltamcnt greatly impaired the

mobility of the working population,
It is, howevei, to this ginwth of a lar^e rural population

'Icpiivccl of any ownership or security of tenure in the

soil, that wo must look for the chief t-xplanation of tint

"proli'tiitiiit'
1

n^iuinul for modern Capitalism. This <:lass,

gradually lt>osrniul from ils (trvmomit: and legal settlement

upon tho soil, was dutwn faster and faster into the new
industrialism of tint factory, tint mini*, the city shop, and
wiirt'housu. Then* it fused with a town-bred, wage-earning

population, ivprvHrntiuK Iho jounicyincn who from the

liftcunth wnltii'y on had lnu-n c.xrliulctl more and mom
persistently from th<i j;uil(l organisations, and formed a town

proletariat which was later reinforced by small masters 1

unable to hold their imlcp(;ml<;imt against the closing

monopoly of the waft-Kinkls, and by skilled workmen from

1 Unwin, /Nttttttrfal Ot^nhafhn itr the Sixttentk mil Swmtttnth
1. viii,

2
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the Continent, religious or political refugees, and in the

earlier era of the industrial revolution by large migrations of

unskilled labourers from Ireland

8. In Germany the same origin of an industrial prole-

tariat is plainly traceable. The same suivival of the patri-

archal farm-family, in which the labourers held a small legal

or customary share in the land, cattle, and product of the

farm, receiving part of their payment in a share of the

harvest, broken up, partly by the agrarian reform of 1811-16,

partly by the Schlesian Law of 1845, the enclosure of the

common fields, the restriction and gradual disappearance of

the labourers' rights, and the subsequent conversion ofa class

of little profit-sharing farmers into hired labourers. The
same compelling forces were operative here as half-a-ccntury
earlier in England the growth of more intensive cultivation,

use of machinery, diminished winter employment in agri-

culture or in supplementary industries. 1

In Italy, France, Belgium, Switzerland, in fact throughout
Western Europe, the same general movement has been dis-

cernible, its pace determined partly by the growth of popula-

tion, partly by the size of the estates, and partly by the

condition of agricultural arts. The rapid rise of land values

in Belgium from the middle of the nineteenth century,

together with the decay of village industries, broke up the

economy of a distinctively peasant tenure; the same holds
alike of the small peasant districts of Central Italy and the

larger estates of South Italy, The prevalence of small hold-

ings in these countries and in France, though doubtless

retarding the adoption of capitalistic agriculture and the

displacement of rural population, has not prevented the

constantly increasing flow of a redundant labouring prole-
tariat into town industrial life. Everywhere a farm-labour-

ing class, shaken from its earlier hold upon the land, has
been accompanied in its Lownward trond by the children
of the small peasant proprietors who, finding the economic
conditions of the old patriarchal farm-family no longer
tolerable, seek the better livelihood and larger independence
of industrial life,

1 More work fur summer, less for winter, H'sulted from
(<t) increased

arable, diminished pasture, especially reel ncl inns of sheep and (lax-

growing; (/3) machine-till esliinp; in plnrt* of llic hnml-flail; (?)
diminished woik in forestry. (Cf, Sunilnirt, ii, 126.)
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9. The existence of accumulated wealth, and of a large
population dependent on the sale of their labour power
could not, however, generate the system of modern in-

dustrial capitalism unless the industrial arts had attained
a high development. The capitalism of the ancient, and
even of the medieeval world, exhibiting a few rare instances
of large organisation of workers under a single control,

working on wages for the profit of their employers, differed

in one important respect from modern industrial capitalism.
Whether in the great serf agriculture of the early Roman
Empire, or in the mines of Thrace or Sicily, or still earlier

in the great building operations of Egypt, Babylon, or

India, the element of "fixed" capital was very small, con-

sisting of simple tools or relatively slight and unimportant
"machinery": the capital by which employment was
afforded consisted of food and raw materials, which were
"advanced " to the labourers.

Early accumulations of "capital" consisted in (a) treasure,

(/3) raw materials and a store of food; or from the standpoint
of the individual capitalist, in either a or (3.

Though the financial capitalism of the money-lender or

banker making loans or advances to farmers and artificers,

and the commercial capitalism of merchants giving out raw
materials to workers, collecting, purchasing, and marketing
their manufactured products, are, as we shall see, important

stages in the evolution of the capitalist structure, the

business organisation they imply differs essentially from the

structure of the great factory, ironworks, railroad, mine, or

.shipping firm in which modern industrial capitalism finds its

typical expression.
The concrete basis of modern industrial capitalism is its

large complex structure of cc fixed" factors, plant and

machinery, the mass of expensive instruments to assist

labour in furthering processes of production. The

economy of expensive machinery, and the development of

indirect or "roundabout" methods of production were the

chief instruments in the industrial revolution of manu-

factures. It is strange how slow this discovery and

application of machinery was, and how little progress was

made from ancient limes up to the middle of the eighteenth

century. To those who regard evolution as essentially the

product of "accidental variations," the inventions of in-
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dustrial machinery may appear attributable to the "chance"
which assigns to some ages and countries a large crop of

inventive geniuses, and denies it to other ages and countries.

A more scientific view of history explains the slow growth
of mechanical invention by the presence of factors un-

favourable to, and the absence of factors favourable to, the

application of human intelligence to definite points of

mechanical progress. The vested interests and conservative
methods of existing industrial castes and their guild or-

ganisations rendered the mediaeval cily pnor soil for the

introduction of "labour saving" machinery or other revolu-

tionary experiments: the small dimensions of markets,
confined partly by political, partly by natural restrictions,

presented no opportunities for the profitable disposal of

large outputs. No great "free" labour market existed in

the mediaeval town ; the ambition and the trained capacity
of the business organiser had little opportunity of dis-

covering and asserting themselves in an age when education
was almost wholly confined to classes who regarded with
disdain the useful arts and crafts. In times when the early
thirst for gold and the zest of physical inquiry absorbed
men of "science" and intellectual ingenuity in "alchemy"
and problems of perpetual motion, tln;re wns nr>

"conduction" of intelligence along the humbler paths nf
detailed mechanical improvement in the useful arts,

The force of these unfavourable factors is made more
manifest by the fact that single examples of successful

capitalist organisation upon a tolerably large scale did

actually occur in the later Middle Ages in a few instances,
where machinery had come into play. The printing trade
showed an early tendency to concentration in large capitalist

businesses, attributable to the expensive "fixed" capital in

presses. At the end of the fiHcenth century we find in

Niirnberg a large printing business with twenty-four presses
and a hundred employees type-setters, printers, correctors,

binders, etc. So likewise in the fourteenth and fifteenth

centuries we find paper-mills in Nuinberg and Ifasul on a

capitalistic basis. In Bologna, as early as 1341, we find
accounts of large spinning-mills worked by water-power, and
even where no non-human power was available, the com-
parative expensiyeness

of the distaffs anrl looms helped tr>

establish mills in which large bodies of workers were
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employed in Genoa and other Italian cities.
1 A large

capitalist silk manufacture was formed in Ulm, in which the
loom played a distinctive pait. In the early development
of capitalism in the metal industries, the importance of

plant and tools is discernible, and the introduction of the
blist-furnaccs in the first half of the fifteenth century with
thti iibe of coal and of water-power to work stamps, hammers,
itr., was a conspicuous advance towards modern con-
ditions.

Difficulties of transport and the slight incgular structure

of markets wens largely responsible lor the retardation of

mechanical inventions and capitalistic enterprise in the

manufactures. The early beginnings noted above are con-

fined to articles at once costly, portable, and durable; and
even for sucli commodities as books, silk and woollen cloth,

and hardware, the narrow limits of a distant market, in

which packmen and annual fairs were important links be-

tween producer and consumer, offered little encouragement
to enterprise.

10. Under such conditions the evolution of the business

man, and in particular the application of the organising
mind to manufacture, was necessarily slow. It is difficult to

realise how modern is the capitalist spirit, the disposition to

employ accumulated wealth in furthering production for the

sake of profit. The early accumulations of money were

animated by no such motive. King, nobles, knightly orders,

church, sought wealth in order to spend it on war, personal

display, and largesse or almsgiving. Neither to the getting
nor the spending of money were any steady rational motive

anil method applied. The quick attainment of treasure by

rapim*, extortion, and adventure, its quick squandering in

the **

unproductive consumption" which such a life involved,

marked the spirit of the powerful classes in the Middle Ages,
Even when the craving for money spread more widely by
the introduction of luxuries into city life, the idea of industry

or trade as a regular instrument for obtaining money was

blow to make its way, Frecbooting, the squeezing of

peasants or townsmen by rents, aids, or taxes, or the more

romantic, though less productive adventures of treasure-

digging and alchemy, had earlier vogue, Only as the lust of

* Cf. Sombart, vol. i. p. 405.
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accumulation spread among lower and moie peaceful
of men did money-lending and commerce beyin to bti

recognised as means to get money by the us>u of money.
"Economic Rationalism" is the suggeslivi' name which

Sombart gives to the change of spirit irum the mmunlir, ad-

venturous money-hunting of the Middle Aj^s to the puraiiils

of modern commercialism. In this process he assigns a very

significant part to the discovery and use of technical busi-

ness methods in account-keeping, the application of exact

calculation to Industry. Two names mark 'he early ad-

vances towards modern book-keeping Leonardo Pisano,
whose Liber Avbaci\ published in 1202, may l*e said to indi-

cate the beginning of modern industry, coinciding as it <liI

with the Venetian assault upon Constantinople; ami KM
Luca, whose completed system of double entry was essential

to capitalistic account-keeping. The development of book-

keeping, accompanied as it was by a wide general applica-
tion of rational and mathematical system throughout com-

merce, in the shape of exact measurement of time and place,
forms of contract, land surveying, modern methods of

weights and measures, city plans, public accounts, was at

once an indispensable tool and an aspect of modem
industry. It rationalised business, releasing it fiom rapn'i e

and chance, and giving it a firm objective character from the

profit-making standpoint. This was the most definite nnd
direct contribution to industry of the Renaissance, with iu

emphasis onjndividual interests, personal responsibility, ami
free competition the same spirit which wrought in arl,

literature, religion, and politics.

Such were the technical conditions for the development of

the modern business spiiil, the rationale of the entrepreneur

approximating to the type known as "the economic man,"
Such a man was first found in the banking and merchant
class of the Italian and German cities of the; later Middle

Ages, Of the great Jacob Fuggcr it was told thai, when a
rich competitor, wishful to retire from business in advancing
years, approached the old banker with the suggestion--'* Let
us both retire, now we have h<l a long career of piofil-

making, and
^ive

others a chance," his reply was that "lie

had quite a different mind. lie wanted to go on making
profit as long as he could."

This spirit, then new, and confined Lo a few merchant-
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bankers, was destined to spread until it became the lilb of
modern industry, absorbing the greater part of the intelli-

gence and will-power ot the directing classes in the modern
world The warrior-noble, the sportsman, the churchman,
the landed'guntliiinan, who gave example and direction to

the feelings, thoughts, and activities of our ancestors in

the Middle Agus, had no feeling for "profit," and gave no
regular accumulative impulse to the production of wealth,

The^ mental and moral equipment of the entrepreneur,
inquired for this conduct of modern capitalist industry,
demands a special valuation and outlook upon life, possible
to very few even in the more developed industrial cities of the
fourteenth and fifteenth centuries. Not until the eighteenth

century was his character sufficiently evolved to enable him
to take full advantage of the new industrial conditions: 1 not
until that period did there arise in all advanced industrial

countries large numbers of men who set themselves to ad-

minister commerrial and manufacturing businesses on a basis

of large capital, and to employ large masses of labour for

profit,

ir, This brief 8tattni!iH of the mam conditions essential

to modern capitalism enables us to understand England's
priority in the adoption of now industrial methods, and the
retardation of the Industrial Revolution upon the Continent
of Europe and in America; for most of thu conditions we
havii named were better fulfilU-cl for (Jrvat Uritain than for

any otln-r nation by the middle of the eighteenth century.
At that time Uri-at Uritain was indeed second to Holland

in thu existing tluvelopmwit of industrial and commercial
ri*!2<jura!S. Adam Smith acctjuntud Holland, "in proportion
to llxi extent of thu land and the number of its inhabitants,

by far the richest country in Europe," and he ascribed to

her "(h<j jjreattssl tjiaru of the carrying trade of Europe."
8

1 Hume, AWn, vnl, ii,
j>. 57, |!VJH a dhincut linage of llw new

rtr:*'"lt Hit* cuipluymout you give him lie lucrative,
if the junta lie atuu'hvil tt> evury jiarliculitr exurLif>n of

he has j^ms so uflcn ia liiu cyt*, that he ncriuircs ly
i

|),\!.'U4iu
fur it, uiul knows no surli pleasure as thai of seeing

the daily UICII*;L>L of his fotlunu. Ami that iy thu reason why trarle

iticiuascA frugality, ami why, iwioutf nicrchants, there is the snme over-

plus of misers aver piodigafh K among the pu&scwott of land tLcic h the

cmitiQty."

*, Bock IL, chap. v
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Her command of capital was attested by the low rate of

interest for public and private borrowing, and her wage-
level was said to be higher than in England.

1 But Great

Britain, larger in land and population, and already gaining

upon Holland in the possession of capital, the control of

colonies and of the carrying trade, was in other respects
best fitted for industrial development upon new lines. The
absolute amount of capital and of labour available for new
industrial enterprise in England was greater than elsewhere.

The rise of land-values alike in country and in town, the

profits from colonial trade, the beginnings of large busi-

nesses at home in banking, brewing, mining, and the woollen

trade, etc., afforded larger accumulated funds than were to

be found elsewhere. The great capacity of growth exhibited

by the working-class population of Great Britain was assisted

by freer immigration from Ireland and the Continent, while

the earlier and more complete reforms of the agricultural

system drove larger numbers into the new industrial centres.

This larger supply of capital and labour available for new
industries coincided with a great development of the in-

dustrial arts, which indeed they served to stimulate, and the

discovery of rich deposits of coal and iron in various parts
of the country furnished a solid material basis for the nuw
machine economy.

Finally, the minds of British business men weie directed

more sharply and continuously to the cultivation of business

methods in the organisation of capital and labour and the

development of markets, and the opportunity of taking a

profitable part in this enterprise was open to a larger pro-

portion of the population than was the case elsewhere.

1 Wealth of Nations^ Book L, chap. ix.



CHAPTER IT.

THE INSTRUMENTS OF CAPITALISM.

I. Scientific inventions and economic direction.

g 2. The meaning of the term Capital*

$ 3. Place ofMachinery In Capitalism.

4. Thejinancial aspect of Capitalism.

i. While the conditions laid down in our introductory

chapter offer a variety of approaches to the study of

capitalism, the efficient causation of the evolutionary pro-
cess may be found in the application of scientific inventions

to the industrial arts, and in the new art of economic direc-

tion as expressed in the methods of the modern entrepreneur.
From these two standpoints we may most profitably study
the evolution of the structure and functions of capitalist
business. Following the history of the application of new
scientific methods, we shall be kept in close touch with the

changes of productive processes which give increased im-

portance to "fixed" capitnl in the form of machinery
and power, involving radical changes in the use of

labour-power and indirectly in the structure of markets and
the life of industrial communities. Following the other

route, our study of the changing rationale of business enter-

prise will yield its primary results in a fuller understanding
of the shifting relations between the persons whose intelli-

gences and voluntary efforts contribute as employers,

capitalists,
1 labourers to the several processes of production,

and of the capitalist business regaided as an organic co-

operation of humanly ordered activities, The latter study
would also keep us in closer contact with the financial or

account-keeping side of business, that exact register of

1
Including landowners.
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buying and selling in which all economic processes mirror

and record themselves in terms of quantity.

The close relation between what, without serious mis-

understanding, may be called the objective and the sub-

jective aspects of the industrial order is obvious. A
complete study of modern capitalism will be continually

engaged in passing from one aspect to the other, and dwell-

ing upon the constant interaction between the concrete

industrial changes and the changes of mental direction and

disposition which are involved. A new invention of ma*

chinery or a new application of chemistry, displacing a

domestic system of simple tool labour by a factory system,
alters not only the mode of production but the direction

of producing powur: the quantities, quail Li us, and the com-

position of the human efforts involved in the industry arc

changed.

Every simplification of the study of this complex inter-

action involves some sacrifice of accuracy, but in every

elementary treatise some such sacrifice is required. It is

here proposed to pursue as our main line of inquiry the

concrete development of capitalism as expressed in the

growing part taken by the material forms of capital in

the operations of modern business, contenting oui selves

with a more general consideration of the subjective aspects
of business enterprise as affected by capitalist control.

2. Writers upon Political Economy have brought much
metaphysical acumen to bear upon definitions of Capital, anil

have reached very widely divergent conclusions as lo wliut

the term ought to mean, ignoring the clear and fairly con-
sistent meaning the term actually possesses in the business
world around them. The business world has indeed two
views of Capital, but they are consistent with one another,

Abstractly, money or the control of money, sometimes calh'il

credit, is Capital. Concretely, capital consists of all forms
of marketable matter which embody labour, hand or
nature is excluded except for improvements: human powers
are excluded as not being matter: commodities in the hands
of consumers are excluded because they are no longer
marketable. Thus the actual concrete forms of capital are
the raw materials of production, including the finished sUi^e
of shop goods i and the plant and implements used in the
several processes of industry, including the monetary implc-
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ments of exchange. Concrete business capital is composed
of these and of nothing but these. 1 In taking modern in-

dustrial phenomena as the subject of scientific inquiry it is

better to accept such terminology as is generally and con-

sistently received by business men, than either to invent
new terms or to give a private significance to some accepted
term which shall be different from that given by other
scientific students, and, if we may judge from past experience,
probably inferior in logical exactitude to the current meaning
in the business world.

3. The chief mateiial factor in the evolution of Capital-
ism is machinery, The growing quantity and complexity of

machinery applied to purposes of manufacture and convey-
ance, and to the extractive industries, is the great special
fact in the narrative of the expansion of modern industry.

It is therefore to the development and influence of

machinery upon industry that we shall chiefly direct our

attention, adopting the following method of study. It is

first essential to obtain a clear undei standing of the structure

of industry or "the industrial organism" as a whole, and of

its constituent parts, before the new industrial forces had

begun to operate. We must then seek to ascertain the laws

of the development and application of the new forces to the

different departments of industry and the different parts of

the industrial world, examining in certain typical machine

industries the order and pace of the application of the new

machinery and motor lo the several processes. Turning
our attention again to the industrial organism, we shall

Strive lo ascertain the chief changes that have been brought
about in the size and structural character of industry, in the

relations of the several parts of the industrial world, of the

several trades which constitute industry, of the processes

within these trades, of the businesses or units which com-

prise a trade or a market, and of the units of capital and

labour comprising a business. It will then remain to under-

take closer studies of certain important special outcomes of

1 Professor Marshall regards this restricted use of capital as "mis-

"
other things" we shall be driven to a political economy which

shall widely transcend Industry as we now understand the term, and
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machinery and factory production. These studies will fall

into three classes, (i) The influences of machine-produc-
tion upon the size of the units of capital, the intensification

and limitation of competition, the natural formation of

Trusts and other forms of economic monopoly of capital;
trade depressions and grave industrial disorders due to dis-

crepancies between individual and social interests in the

working of modern methods of production* (a) Effects of

machinery upon labour, the quantity and regularity of

employment, the character and remuneration of work. (3)
Effects upon the industrial classes in the capacity of con-

sumers, the growth of the large industrial town and its

influences upon the physical, intellectual, moral life of the

community. Lastly, an attempt will be made to summarise
the net influences of modern capitalist production in their

relation to other social progressive farces, and to indicate

the relations between these which seem most conducive to

the welfare of a community measured by generally accepted
standards of character or happiness.

4. Since every industrial act in a modern community
has its monetary counterpart, and its importance is com-

monly estimated in terms of money, it will be evident that
the growth of capitalism might be studied with great advan-

tage in its monetary aspect. Corresponding to the changes
in productive methods under mechanical machinery we
should find the rapid growth of a complex monetary system
reflecting in its international and national character, in its

elaborate structure of credit, the leading characteristics

which we find in modern productive and distributive in-

dustry. The whole industrial movement might be regarded
from the financial or monetary point of view. But though
such a study would be capable of throwing a flood of light

upon the movements of concrete industrial factors at many
points, the intellectual difficulties involved in simultaneously
following the double study, in constantly passing from the

shall compiehend the whole science and art of life so far as it is con*
cerncd with human effort and satisfaction. If it is convenient and
justifiable to retain for certain purposes of study the restricted connota-
tion of Iiidubtiy now in vogue, the confinement of Capital as above to
Trade Capital is logically justified. For a fuller treatment of the ques-
tion of the use of the teim Capital in forming a terminology descriptive
of the parts of Industry the reader is referred to Chapter Vlt,
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more concrete to the more abstract contemplation of indus-
trial phenomena, would tax the mental agility of students
Loo severely, and would greatly diminish the chance of a

substantially accurate understanding of either aspect of

modern industry. We shall therefore in this study devote

our attention chiefly to the concrete aspect of capitalism,

describing in a single chapter the main outlines of the

recent development of the financial mechanism and the

place it occupies in the structure and working of modern

capitalism.



CEIAPTER III.

THE STRUCTURE OF INDUSTRY BEFORE MACHINERY.

i. Dimensions of International Commerce in earl

tetnth Century.
2. Natural Barriers to International Trade*

3. Political^ Pseudo-economic^ and Economic Jtarrim -

Protective Theory and Practice*

4. Nature ofInternational Trade.

5. Aw, Structure, Relations of the several Industrie*.

6. Slight Extent ofLocal Specialisation.

7. Nature and Conditions of Specialised Industry*
8. Structure of the Market

\ g. Combined Agriculture and Manufacture.
!". Relations between Processes in a Manufacture,
ii. Structure of the Domestic Jiuumss: JKarfy Stages ft/

Transition.

12, Beginnings of Concentrated Industry and the Factory.
13. Limitations in She and Application of Capital-*

Merchant Capitalism.

i. In order to get some clear understanding ofthe laws of
the operation of the new industrial forces which prevail wmli*
machine-production it is first essential to know rightly
the structure and functional character of the "industrial
organism

"
upon which they were destined to act In order ti *

build up a clear conception of industry it Is possible to taJut
either of two modes of inquiry. Taking as the primary coll or
unit that combination of labour and capital under a ftingltie ngti
control for a single industrial purpose: which is tcrniril a
Business, we may examine the structure ami life of the
Business, then proceed to discover how it stands Hutrd to
other businesses so as to form a Market, and, finally, how the
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several Markets are related locally, nationally, internationally
so as to yield the complex structure of Industry as a whole.
Or reversely, we may take Industry as a whole, the Indus-
trial Organism as it exists at any given time, consider the

nature and extent of the cohesion existing between its

several parts, and, further, resolving these parts into their

constituent dements, gain a close understanding of the

extent to which differentiation of industrial functions has
been carried in ih several divisions.

Although in any sociological inquiry these two methods
aro equally valid, or, more strictly speaking, are equally
balanced in virtues and defects, the latter method is here

to be preferred, because by the order of its descent from

the whole to the constituent parts it brings out more

definitely the slight cohesivcmess and integration of industry

beyond the national limits, and serves to emphasise those

qualities of nationalism and narrow localism which mark
the character of earlier eighteenth century industry. We are

thus enabled belter to recognise the nature and scope of

the work wrought by the modern industrial forces which

arc the central object of study.
While the Market or the Trade is less and less deter-

mined or confined by national or other political boundaries

in modern times, and nationalism is therefore a factor

of diminishing importance in the modern science of

economics, the paramount domination of politics over

large commerce in the last century, acting in co-oper-

ation with other racial and national forces, obliges any

just analysis of eighteenth century industry to give

clear and early emphasis to the slight character of the

commercial interdupendcncy among nations. The degree

of importance which statesmen and economists attached to

this foreign commerce as compared with home trade, and

tlu* large part it played in the discussion and determination

of public conduct, have given it a prominence in written

history far beyond its real value. 1

It is true that through the Middle Ages a succession of

European nations rosti to eminence by the development^
navigation and international tradu, Italy, Portugal, Spain,

France, Holland, and England; but neither in size norm

1 A, Smith, Wtaltk ofNations, Bk, iv., chap, i,
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character was this trade of the first importance. Even in

the case of those nations where it was most cluveloprd it

formed a very small proportion of the total imlusliy of the

country, and it was chiefly confined to spicery, bullion,

ornamental cloths, and other objects of art and luxury.

It is important to recognise that in the first half of

the eighteenth century international trade still largely

partook of this character. Not only did it htur a fur

smaller proportion to the total industry of the suvcral

countries than does foreign trade to-day, but it was still

engaged to a comparatively small extent with the transport
of necessaries or prime conveniences of life. Rarh nation,

as regards the more important constituents of its consump-
tion, its staple foods, articles of clothing, household furni-

ture, and the chief implements of industry, was almost

self-sufficing, producing little that it did not crjnsuinr,

consuming little it did not produce.
In 1712 the export trade of England is officially estimated

at ^6,644, 1 03,
1 or considerably less than one-sixth of tho

home trade of that date as calculated by Smith in his

Memoirs of Wool. Such an estimate, however, gives an ex-

aggerated impression of the relation of foreign to homo trail**,

because under the latter no account is taken of the 1ar#!
domestic production of goods and services which figure in

no statistics. A more instructive estimate is that which
values the total consumption of the English people in

1713 at forty-nine or fifty millions, out of which about
four millions covers the consumption of foreign goods,

8

In 1740 imports amounted to ^6,703,778, exports to

^8,197,788. In 1750 they had risen respectively to

^7>772,339 an<* ;i2 699,081,* and ten years latitr

to ;9 83 2j8o2 and ;i4 694>97. Macpherson, whose,
Annals of Commerce are a mine of wealth upon the

history of foreign commerce in the eighteenth century,
after commenting upon the impossibility of obtaining a

1
MacphEJison, Annals of Commerce, vol. ii. p. 728*

^

a
Smith, Memoirs^ vol. ii., chap. iii. As lliu approximate ralculfi-

tion of a very competent Inisine&s man these fi^nrus are mnrf iflmlilu
than the official figures of imports anil expoils, the value of which
throughout the eighteenth century is seibusly unpaired by ihu fact thai

they continued to be estimated by the standard of values of 1694*
8 Whitworth's State quoted, Macpherson, vul, iii. p. 283.



MODERN CAPITALISM. 33

just estimate of the value of home trade, alludes to a

calculation which places it at thirty-two times the size of

the export trade. Macphcrson contents himself with con-

cluding that it is "a vast deal greater in value than the

PROGRESS OF FOREIGN TRADE IN ENGLAND.
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whole of the foreign trade." 1 There is every reason to

believe that in the case of Holland and France, the only
two othet European nations with a considerable foreign

trade, th$ Wtme general conclusion will apply.

1 Annals^ vol. iii. p, 34^
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The smallness of the part which foreign trade played in

industry signifies that in the earlier part of the eighteenth

century the industrial organism as a whole must be regarded
as a number of tolerably self-sufficing and therefore homo-

geneous national forms attached to one another by bonds

which are few and feeble. As yet there was little special-

isation in national industry, and therefore little integration
of national parts of the world-industry.

2. Since the breaking-down of international barrk'is and

the strengthening of the industrial bonds of attachment

between nations will be seen to be one of the most

important effects of the development of machine-industry,
some statement of the nature of these barriers nnd their

effect upon the size and character of international trade

is required.

Though considerable advances had been made by
England and Holland at the beginning of the eighteenth

century in the improvement of harbours, the establishment

of lighthouses, and the development of marine insurance,
1

navigation was still subject to considerable risks of the loss

of life and of investments, while these "
natural

"
dangers

were increased by the prevalence of piracy. Voyages were
slow and expensive, commerce between distant nations being
necessarily confined to goods of a less perishable diameter
which would stand the voyage, Trade in fresh foods,
which forms so large a part of modern commerce, would
have been impossible except along the coasts of adjoining
nations. With these natural barriers to commerce may he
reckoned the defective knowledge of the position, resources,
and requirements of large parts of Hie earth which now fill

an important place in commerce. The new world was but

slightly opened up, nor could its known resources be largely
utilised before the development of more adequate machinery
of transport We can scarcely realise the inconvenience**,
costs, and risks entailed by the more distant branches of

foreign trade at a time when the captain of a merchant-

ship still freighted his vessel at his own expense, and when
each voyage was a separate speculation, Even in the early
nineteenth century the manufacturer commonly shipped
his surplus produce at his own risk, employing the merchant

1
Annals, vol. iii, p. 340. For estimates of import and export

values between 1613 and 1832, sec Cunningham, Growth of Knvlisk
industry> p. 931, Appendix !'.



MODERN CAPITALISM. 3;

upon commission, and in the trade with the Indies, China,
or South America he had frequently to lie out of his money
or his return freight of indigo, coffee, tea, etc,, for as long
as eighteen months or two years, and to bear the expense
of warehousing as well as the damage which time and tide

inflicted on his goods.

g 3. Next come a series of barriers, partly political, partly

pseudo-economic, in which the antagonism of nations took

shape, the formation of political and industrial theories

which directed the commercial intercourse of nations into

certain narrow and definite channels.

Two economic doctrines, separate in the world of false

ideas, though their joint application in the world of practice
has led many to confuse them, exercised a dominant

influence in diminishing the quantity, and determining the

quality of international trade in the eighteenth century.

These doctrines had reference respectively to the construc-

tion and maintenance of home industries and the balance

of trade. The former doctrine, which was not so much a

consciously-evolved theory as a short-sighted, intellectual

assumption driven by the urgent impulse of vested interests

into practical effect, taught that, on the one hand, import
trade should be restricted to commodities which were not

and could not with advantage be produced at home, and to

the provision of cheap materials for existing manufactures;

while export trade, on the other hand, should be generally

encouraged by a system of bounties and drawbacks. This

doctrine was first rigidly applied by the French minister,

Colbert, but the policy of France was faithfully copied by

Kngland and ollusr commercial nations and ranked as an

orthodox theory of international trade.

The Balance of Trade doctrine estimated the worth of a

nation's intercourse with another by the excess of the

export over the import trade, which brought a quantity of

bullion into the exporting country. This theory was also

widely spread, though obviously its general application

would have been destructive of all international commerce.

The more liberal interpretation of the doctrine was satisfied

with ft favourable balance of the aggregate export over the
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favourable. In regarding England's commerce with a

foreign nation, any excess in import values over export was

spoken of as "a loss to England," England deliberately

cut off all trade with France during the period 1702 to

1763 by a system of prohibitive tariffs urged by a double

dread lest the balance should be against us, and lest French

textile goods might successfully compete with English

goods in the home markets. On the other hand, we
cultivated trade with Portugal because " we gain a greater

balance from Portugal than from any other country what-

ever." The practical policy prevalent in 1713 is thus

summarised by one of its enthusiastic upholders "We
suffer the goods and merchandises of Holland, Germany,

Portugal, and Italy to be imported and consumed among us;

and it is well we do, for we expect a much greater value of

our own to those countries than we take from them. So
that the consumption of those nations pays much greater

sums to the rents of our lands and the labour of our people
than ours does to theirs. But we keep out as much as

possible the goods and merchandises of France, because our

consumption of theirs would very much hinder the con-

sumption of our own, and abate a great part of forty-two
millions which it now pays to the rents of our lands and
the labour of our people."

1 Thus our policy was to confine

our import trade to foreign luxuries and raw materials of

manufacture which could not be here produced, drawn

exclusively from countries where such trade would not turn

the balance against us, and, on the other hand, to force our

export trade on any country that would receive it. Since

every European nation was largely influenced by similar

ideas and motives, and enforced upon their colonies and

dependencies a like line of conduct, many mutually profit-
able exchanges were prevented, and commerce was confined

to certain narrow and artificial grooves, while the national

industrial energy was wasted in the production of many
things at home which could have been more cheaply
obtained from foreign countries through exchange.
The following example may suffice to illustrate the in-

tricacy of the legislation passed in pursuance of this policy.
It describes a change of detailed policy in support and

regulation of textile trade :

1
Smith, Memoirs of Wwl%

vol. ii. p. 113.
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" A tax was laid on foreign linens in order to provide a
fund for raising hemp and flax at home; while bounties
were given on these necessary articles from our colonies,
the bounty on the exportation of hemp was withdrawn.
The imposts on foreign linen yarn were withdrawn.
Bounties

^

were given on British linen cloth exported; while
the making of cambricks was promoted, partly by pro-
hibiting the foreign and partly by giving fresh incentives,

though without success, to the manufacture of cambricks
within our island. Indigo, cochineal, and logwood, the
necessaries of dyes, were allowed to be freely imported."

l

The encouragement of English shipping (partly for com-

mercial, partly for political reasons) took elaborate shape in

the Navigation Acts, designed to secure for English vessels

a monopoly of the carrying trade between England and all

other countries which sent goods to English or to colonial

shores. This policy was supported by a network of minor
measures giving bounties to our colonies for the exportation
of shipping materials, pitch, tar, hemp, turpentine, masts,
and spars, and {jiving bounties at home for the construction

of defensible ships. This Navigation policy gave a strong
foundational support to the whole protective policy. Prob-

ably the actuating motives of this policy were more

political than industrial. Holland, the first to apply this

method systematically, had immensely strengthened her

maritime power. France, though less successfully, had
followed in her wake. Doubtless there were many clear-

thinking Englishmen who, though aware of the damage
donu tD commerce by our restrictive regulations about

shipping, held that the maintenance of a powerful navy
for the defence of the kingdom and its foreign possessions

was an advantage which outweighed the damage.
2

The selfish and short-sighted policy of this protective

system found its culminating point in the treatment of

Ireland and the American plantations. The former was

forbidden all manufacture which might either directly or

indirectly compete with English industry, and was com-

pelled to deal exclusively with England; the American

colonies were forbidden to weave cloth, to make hats, or to

1 Chalmers, Estimates, p, 148.
*

Cf, Cttttningham, Growth ofgnghsh Industry',
vol. 11. p, 292.
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forge a bolt, and were compelled to lake all the manu-

factured goods required for their consumption from England
The freedom and expansion of international commeicc

was further hampered by the policy of assigning monopolies
of colonial and foreign trade to close Chattered Companies.
This policy, however, defensible as an encouragement of

early mercantile adventure, was carried Jar beyond these

legitimate limits in the eighteenth century. In England
the East Indian was the most powerful and successful of

these companies, but the assignment of the trade with

Turkey, Russia, and other countries to chartered companies
was a distinct hindrance to the development of foreign

trade.

Our foreign trade at that period might indeed be classed

or graded in accordance with the decree of encouragement
or discouragement offered by the State.

Imports would fall into' four classes,

x, Imports forbidden either (a) by legislative pro-

hibition, or (6) by prohibitive taxation.

2. Imports admitted but taxed.

3. Free imports.

4. Imports encouraged by bounties*

Exports might be graded in similar fashion.

1. Prohibited exports (e.g., sheep and wool, raw

hides, tanned leather, woollen yarn, textile im-

plements,
1 certain forms of skilled labour)*

2. Exports upon which duties are levied (*.#,

coals 3
).

3. Free exports.

4. Exports encouraged by bounties, or by draw-

backs.

The unnatural and injurious character of most of this

legislation is best proved by the notable inability to

effectively enforce its application. The chartered com-

panies were continually complaining of the infringement of

their monopolies by private adventurers, and more than one
of them failed through inability to crush out this illegal

competition. A striking condemnation of our policy to
1
Smith, Wealth ofNations, Bk. iv., chap. viii.
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wards France consisted in the growth of an enormous
illicit trade which, in spite of the difficulties which beset it,

made a considerable part of our aggregate foreign trade

during the whole of the century. The lack of any clear

perception of the mutuality of advantage in foreign and
colonial trade was the root fallacy which underlay these

restrictions. Piofe&sor Cunningham rightly says of the

colonial policy of England, that it
"
implied that each dis-

tinct member should stiengthen the head, and not at all

that these members should mutually strengthen each

So, as we tried to get the better of our colonies, still more

rigorously did we apply the same methods to foreign

countries, regarding each gain which accrued to us as an

advantage which would have wholly gone to the foreigner if

we had not by firmness and enterprise secured it for our-

selves.

Thu slight extent of foieign intercourse was, however,

paitly due to cauhus which are to be regarded as genuinely
economic. The, life and experience of the great mass of the

population of all countries was extremely restricted; they
were a scattered and lunil folk whose wants and tastes were

simple, few, home-bred, and customary. The customary
standard of consumption, slowly built up in conformity with

local production, gave little encouragement to foreign trade.

Moreover, to meet the nuw tastes and the more varied con-

Miiuption which gradually found its way over this country,
it was in conformity with the economic theory and practice
of the day to prefer the establishment of new home in-

dustries, equipped if necessary with imported foreign labour,

to the importation of the products of such labour from

abroad So far as Knglantl, in particular, is concerned, the

attitude was favoured by the political and religious oppres-
sion of the Ifrench government which supplied England in

the earlier eighteenth century with a constant flow of skilled

artisan labour. Many Knglish manufacturers profited by
this flow* Our textile incluHtrug in silk, wool, and linen,

calico punting, glass, paper, and pottery are specially be-

holden to the new arts thus introduced.

Among the economic barriers must be reckoned the

1 Gwwth ofEnglish Industry t
vwl. ii, p. 303,
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slight development of international credit, nml nf the

machinery of exchange.

4. These barriers, natural, political, social, ccuiiumtr,

against free internatiunid intercourse, thiow inipuilanl light

upon the general structure of world-industry in t!u; eigh-
teenth century.

In this application they deteimined and strictly limited not

only the quantity but the nature of the internatiunal trade.

The export trade of England, for example, in 17,^ was

practically confined to woollen goods ami otluT textile

materials, a small quantity of leather, iron, lead, silver, and

gold plate, and a certain number of reuxpuitvii

HUG, augui, tuuet;, uu, uirs, anu sonic quaniuy 01 lureigu
wool, hemp, silk, and linen-yarn, as material for our specially
favoured manufactures. Having regard to the proportion
of the several commodities, it would not be much exugguni"
tion to summarise our foreign trade by saying that we sent
out woollen goods and received foreign foods, Thuscs
formed the great bulk of our foreign trade.1 Excepting lh**,

woollen goods and a small trade in metals, leather 5s tin-

only manufactured article which figured to any npprtTKiblc
extent in our export of 1730. At that time it is di'ar that
in the main English manufacture, as well as English agri-
culture, was for the supply of English wants. The saints WAS
true of other industrial countries, Holland and France,
who divided with England the shipping supremacy, had a
foreign trade which, though then deemed considerable, bore
no greater proportion to the total industry of these countries
than in the case of England. Germany, Italy, Russia,
Spain, and even Portugal were almost wholly self-sustained,

Regarding, then, the known and related world of that time
m the light of an industrial organism, we must consider it as
one in which the processes of integration and of difiVremia-
tion of parts has advanced but a little way, consisting as
yet of a number of homogeneous and inrohen-nt national
cells.

This homogeneity is of course qualified by difl'ni>w:es in
production and consumption due to climate, natural pro-

1

Macphcrwrn, Annals^ vul. iii. pp. 155, jr;C.
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durts, national character and institutions, and the develop-
ment of industrial arts in the several nations.

5. This
^

consideration of the approximate homogeneity
of the national units of world-industry gives a higher
scientific value to the analysis of a single typical indus-
trial nation such as England than would be the case in

modern times, when the work of differentiation of industrial

functions among the several nations has advanced much
fuithur.

Taking, tht-ieforc, the national industry of England as the

special subject of analysis, we may seek to obtain a clear

conception of the size, structure, and connections of the

several branches of industry, paying special regard to the

manufactures upon which the new industrial forces were

chiefly to operate;.

ft is not possible to form a very accurate estimate

of the relative importance of the different industries as

measured either by the money value of their products,
or by the amount of labour engaged in producing them.

Eighteenth century .statistic!;, as we saw, furnished no
close estimate of the total income of the nation or of

the value of home industries. Since no direct census

of the English population was taken before 1805, the

numbers were never exactly known, and eighteenth century
economists spent much time and ingenuity in trying to

ascertain the growth of population by calculations based

upon the number of occupied houses, or by generalising
from slender and unreliable local statistics, without in the

end arriving at any dose agreement. Still less reliable will

be the estimate:; of the relative si/,t; and importance of the

different industries*

Two such attempts, however, on** slightly prior to the

special period we arc investigating, and one a little later,

atay bi; taken as general indications of the comparative im-

portance of the great divisions of industry, agriculture,

manufacture, distribution or commerce,
The first is that of Gregory King in the year 1688.

King's calculation, however, can only be regarded as roughly

approximate* The quantity of combined agriculture and

manufacture, and the amount of domestic industry for

domestic consumption, renders the manufacturing figures,

however carefully they might have been collected, very
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deceptive. The same criticism, though to a less

applies to the estimate of Arthur Young fui
"^

!f to Young's estimate of the population dependent

upon agriculture we add the class of landlords and their
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diiect dependents and a proper proportion of the non-

industrious poor, who, though not to be so classed in a

direct measurement of occupations, are supported out of

the produce of agriculture, we shall see that in 1769 we are

justified in believing that agriculture was in its productive-
ness almost equivalent to the whole of manufactures and
commerce.

In turning to the several branches of manufacture, the

abnormal development of one of them, viz. the woollen,
for purposes of foreign trade, maiks the first and only con
hidurable specialisation of English industry before the advent

of steam machinery. With the single exception of woollen

goods almost the whole of English manufactures were for

home consumption. At the opening of the eighteenth

century, and even as late as 1770, no other single manu-
facture played any comparable part in the composition of

our export trade.

According to Chalmers,
1 in the period 1699-1701, the

annual value of woollen exports was over two and a half

million pounds, or about two-fifths of the total export trade,

while in 1769-71 it still amounted to nearly one-third of

the whole, giving entire or partial employment to no fewer

than "a million and a half of people," or half of the total

number assigned by Young to manufacture.

Next to the woollen, but far behind in size and import-

ant:e, came the iron trade, In 1720 England seems to

have developed her mining resouices so imperfectly as^to
be in the condition of importing from foreign countries

20,000 out of the 30,000 tons required for her hardware

manufactures,2 Almost all this iron was destined to home

coubumptiou with the exception of hardware forced upon
the American colonies, who were forbidden to manufac-

ture for themselves, In 1720 it is calculated that mining

and manufacture of irou and hardware employed 200,000

and brass manufactures employed some 30,000

pursuits* iu 1 720.*

Kilk wa.s the only other highly developed and considcr-

1 Chalmers, /tV/mSt, ], soS. See, however, Bailies, who gives a

slmhtly Miiallur ubtiiualv, Mutoi% ofthe Cotton Manufacture, p. na.
J
Miicphurson, Annatst vol. in. p. 1x4*

/*, vol. iil p. 73-
* M&* voL ">* P* 73-
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able manufacture* It had, however, to contend with

Indian competition, introduced by the East India Com-
pany, and also with imported calicoes. 1 In 1750 there

were about 13,000 looms in England, the product of which
was almost cntiiely used for home consumption. Cotton
and linen were very small manufactures during the first

half of the eighteenth century, At the beginning of the

century the linen trade was chiufly in the hands of Russia
and Germany, although it had taken root in Ireland as

early as the close of this seventeenth century, and was
worked to some extent in Lancashire, Leicestershire, and
round Darlington in Yorkshiiu, which districts supplied the

linen-warp to the cotton weavers. 2 As for cotton, even in

1760 not more than 40,000 persons were engaged in the

manufacture, and in 1764 the cotton uxports were but one-

twentieth of the value of the woollen exports,
8 The small

value of the cuUon trade and un anticipatory glance at its

portentous after-growth is conveyed in the following

figures ;

Homo M.ukdt. ISxport Trad**

*7M j37W4i ^230,759 (Postletwaytc)
xiy 21 13,044,000 ... J

374o,000 V
-3 i 1 3,35 !,<*"> ... i H,o74,ooo

Thti many other little imuuilucturus which had sprung up,
such as glass, paper, tin-plate, produced entirely for

home consumption, and employed but a small number of

workers.

$6. Ifwe turn from the consideration of the size of English
industry and thu several departments to the analysis of its

structure and the relation to the several trades, we shall find

the same signs of imperfect organic development which wu
found in the world-industry, though not so strongly marked.

Just as we found each country in the main self-sufficing, so wo
find each district of England (with a few significant excep-
tions) engngcd chiefly in producing for its own consumption.
There was far lo&s looal spcci:ili,sation in industry than we

1
Smith, MtMtifnett /r<w/, vol. ii. pp. 19, 45.

9
Smith, /?>///,, vl, ii.

[i, ^71;; rJ. ul;,r> Cunningham, Grwttk of
Kngtish Industry^ vol. ii. p. 300.

*
Toynbee, Industrial A'MN/UIIIM, p, 50.

4
Scluil/,c-(fficvemit/, Ar 6

T

wj/v///V/>, p, 77, The eitimfttM of t Jit

annual importation of rottun wool during the dghlMQUi C#tttwryt ct.

Cunningham, vol ii. p. ^.24,
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find to-day. The staple industries, tillage, stock-raising,
and those connected with the supply of the common
articles of clothing, furniture, fuel, and other necessaries

were widespread over the whole country.

Though far more advanced than foreign intercourse, the

internal trade between more distant parts of England was

extremely slight. Defective facilities of communication

and transport were of course in large measure responsible
for this.

The physical obstructions to such freedom of commerce
as now subsists were very considerable in the eighteenth

century. The condition of the main roads in the country at

the opening of the century was such as to make the carriage

of goods long and expensive. Agricultural produce was

almost entirely for local consumption, with the exception of

cattle and poultry, which were driven on foot from the

neighbouring counties into London and other large markets.
1

In the winter, even round London, bad roads were a great

obstacle to trade. The impossibility of driving cattle to

London later than October often led to a monopoly of winter

supply and high prices.
2 The growth of turnpike roads,

which proceeded apace in the first half of the century, led

to the latge substitution of carts for pack horses, but even

these roads were found " execrable
"
by Arthur Young, and

off the posting routes and the neighbourhood of London

the communication was extremely difficult. "The great

roads of England remained almost in this ancient condition

even as late as 1732 and 1754, when the traveller seldom

saw a turnpike for two hundred miles after leaving the

vicinity of London,"8

Rivers rather than roads were the highways of commerce,

and many Acts were passed in the earlier eighteenth

century for improving the navigability of rivers, as the Trent,

Ouse, and Mersey, partly in order to facilitate internal

trade and partly to enable towns like Leeds and Derby to

engage directly in trade by sea,
4 and to connect adjoining

towns such'as Liverpool and Manchester. In 1755 the

first canal was constructed, and in the latter part of the

centufy flip part played by canals in the development of the

i vol. ii. p. 371.
8
Chalmers, pp. 124, 125.

p, 570.
*
Defoe, Tour, vol. iii. p. 9, etc.
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new factory system was considerable. But in spite of these

efforts to improve methods of transport in the earlier

eighteenth century, it is evident that the bulk of industry

was engaged in providing articles for local consumption,
and that the area of the market for most products was

extremely narrow.

The facile transport of both capital and labour, which is

essential to highly specialised local industry, was retarded

not merely by lack of knowledge of the opportunities of

remunerative investment, but also by legal restrictions which

had the influence of checking the free application and

migration of labour. The Statute of Apprentices by requir-

ing a seven years' apprenticeship
1 in many trades, and the

Law of Settlement by impairing mobility of labour, arc

to be regarded as essentially protective measures calcu-

lated to prevent that concentrated application of capital and
labour required for specialisation of industry.

Within the nation we had for the most part a number of

self-sufficing communities, or, in other words, there was

little specialisation of function in the several parts, and
little integration in the national industry, With the

single
exception of Holland, whose admirable natural and artificial

water communication seemed to give unity to its commerce,
the other countries of Europe, France, Germany, Italy,

Spain, Russia, were still more disintegrated in thrir industry.

7. In regarding those districts of England in which

strong indications of growing industrial specialisation
showed themselves, it is important to observe the degree
and character of that specialisation.
We find various branches of the woollen, silk, cotton,

iron, hardware, and other manufactures allocated to curtain

districts, liul if we compare this specialisation with that

which obtains to-day we shall observe wide diflcnmctis.

In the first place, it was far less advanced, The wonllrn

industry of England, though conveniently divided into ihive
districts one in the Eastern Counties, with Norwich, Col-

chester, Sandwich, Canterbury, Maidstone, for principal
centres; one in the West, with Taunton, Devizes, iJraclfonl

(in Wilts), Frome, Trowbridgc, Stroud, and Kxuter; and
the third, in the West Riding, is in reality distributed over

1
Smith, Wealth ofNation*, vr>l. L, chap, x., part 2.
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almost the whole of England south of the

a large part of Yoikshire, to say nothing of the

INDUSTRIAL ENGLAND IN 1830.

5SJUBS!"
11

!?''"
' SSffS?

1/iRCC IRON DISTRICTS |[||(
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easier access to large supplies of wool, the clothing manu-
factures were more flourishing and gave more employment,
but over all the southern and most of the northern counties

some form of woollen manufacture was carried on.

The only part of England which Defoe regarded as

definitely specialised in manufacture is part of the West

Riding, for though agriculture is cariicd on here to some

extent, the chief manufacturing district is dependent upon
surrounding districts for its main supply of food. l

Iron, the industry of next, though of far inferior import-

ance, was of necessity less widely distributed. But in 1737
the fifty-nine furnaces in use were distributed over no fewer

than fifteen counties, Sussex, Gloucester, Shropshire, York-

shire, and Northumberland taking the lead. 9 So too the

industries engaged in manufacturing metal goods were far

less concentrated than in the present day. Though Sheffield

and Birmingham even in Defoe's time were the great centres

of the trade, of the total consumption of the country the

greater part was made in small workshops scattered over the

land.

Nottingham and Leicester were beginning to specialise in

cotton and woollen hosiery, but a good deal was made round

London, and generally in the woollen counties of the south.

Silk was more specialised owing to the importation of

special skill and special machinery to Spitalsfield, Slockpnrt,

Derby, and a few other towns, In Coventry it was only the

second trade in i72j,
3

The scattered crafts of the wheelwright, the smith, rar-

penter, turner, carried on many of the subsidiary prrxx'ssfs
of building, manufacture of vehicles and furniture, which
are now for the most part highly centralised industries.

When we come presently to consider the stnicUm; of the
several industries we shall sec that even those trades which
are allocated to certain lonal areas aie much less Concen-
trated within these areas than is now the case.

But though stress is here laid upon the imperfect <liffi-rcn-

tiation of localities in industry, it is not to bu supposed that

the eighteenth century shows England a simple industrial

community with no considerable specialisation.

1
Defoe, Toitrt vol. Hi. p, 84,

3
Scrivener, Itfstory eft&thw

8
Defoe, 7&r, vol. if. p* 323,
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Three conditions of specialised industry are clearly
discernible in the early eighteenth century conditions

which always are among the chief determinants.
1. Physical altitudes of soil e.g.* since timber was still

used almost entirely for smelting, iron works are found
where timber is plentiful or where river communication
makes it easily procurable. So the more fertile meadows
of Gloucester and Somerset led these districts to specialise
in the finer branches of the woollen trade. A still more
striking example is that of South Lancashire. By nature it

was ill-suited for agriculture, and therefore its inhabitants

employed themselves largely in the cotton and woollen
trades. The numerous little streams which flowed from
the hills to the neighbouring sea gave plenty of water-

power, and thus made this district the home of the earlier

mills and the cradle of machine-industry,
1 The "grit" of

the local grindstones secured the supremacy of Sheffield

cutlery, while the heavy clay required for the
"
seggars," or

boxes in which pottery is fired, helped to determine ,the

specialisation of Staffordshire in this industry,
2

2. Facility of Market. The country round London,
Bristol, and other larger towns became more specialised
than the less accessible and more evenly populated parts,
because

^the
needs of a large town population compelled

the specialisation in agriculture of much of the surrounding
country; cottagers could more easily dispose of their manu-
factures; improved roads and other facilities for convey-
ance induced a specialisation impossible in the purely rural

parts.

3. The Nature of the Commodity. When all modes of

conveyance were slow the degree of specialisation depended
largely upon th kuqring quality of the goods. From this

point of view hardware and textiles are obviously more
amenable to local specialisation than the more perishable
forms of food Where conveyance is difficult and expensive
a commodity bulky for its value is Irss suitable for local

1
5chul7,e*Gaevernit7, /tor Grossfofr/fA, p. 52.

9 Cf Marshall, /Ww^fr/rr, p. 328, In the cane of Sfuflrurclshire,

however, there existed an early trade in wooden platters dependent,
on quality of timber ami trailkion.il skill. When the arts of poltcty
came in, the new trade taken up in the same locality ousted the old,

though there wai no particular local advantage in materials.

4
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specialisation in production than oni containing a hij'.h

value in small weight and hulk. Sr> cloth is more suitable

for trade than coin;
1 and roal, save when* navigation is

possible, could not be profitably taken any dir.tanre,'
2

The common commodities consumed, as food, fuel, ruid

shelter, were thus exdudod from any considerable ammuU
of specialisation in their production.

8. Turning from consideration of the attributes of

goods and of the means of transport which served to limit

the character of internal trade and determine the si/e of

the market, let us now regard the structure of the in.'irkt
k

t,

the central object in the mechanism of internal commenv.
The market, not the industry, is the true term which

expresses the group of oi{*amcnlly related businesses.

How far did Kni'lund present a national market? How
far was the typical market a district or puirly local

one?
The one great national ntarkirt, town was London. It

alone maybe said to have diawn supplies from the whole
of England, and there nlotit; wan it possible to puiehase at

any season of the year every kind of produce, avjiieuiUual
or manufactured, nuule an)\\ln:ic in Kn^hind 01 inipojd-d
from abroad. This; ll<w to and from the ^inat reiitre of

population wa inreKjnt, anrl exteiuh-d to tiir: jiutlieiinost

parLs of the laud. Other )ar;;t'. towns, sueh ;i;; HriMol, Leeds,

Norwich, inaintaiiutd close and constant relations with tin:

neighbouring counties, but excli;uige<l ttietr product; for

thu most part only indirectly with that of more distant paits
of the country,
The improving communication of the eighteenth century

enabled the clothiers and other leading manufacturer^ to

distribute more of their wares even in the remotest parts of

the country, but the value paid for their wares reached the
vendors by slow and indirer.t channels of tiado, passing for

the most part through this metropolis*
liut while London was the one constant national

mm kct- place, national trade was largely assisted by fairs

held for several weeks each year at Htourbridge, Winchester,
and other Convenient centres, At the most important ot

1
Smilh, IHfafftfifA'aftwit Itnfc HT., rlw)*. iii.

a Wcstmoii'Iamt oul ft'nl nut coinpcli* in tin* Ncni'astlc
Wealth e/ Mitt'iHts, KuoU I., ch:i|i, xi. p. a.
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these the large merchants and manufacturers met their

ruslmnns, and business was transacted between distant

paits of the country, including all kinds of wares, English
and foieign. Thus we had one constant and two or three
intermittent avenues of free nationnl trade. The great
bulk of markets, hnwevcr, were confined within far smaller
areas.

In the more highly developed and specialised textile

trades cvitniu regular market-places were established of

wide local importance. The largest of these specialised
clh.trit:l markets were at Leeds, Halifax, Norwich, and
lixutcr. Here the chief local manufacturers of cloth,

worsted, or crape met the merchants and factors and

dispasc'd of their wares to these distributing middle-

men.
Jt was, however, in the general market-places of the

county town or smaller centres of population that the

mass of the business of exchange was transacted. There
the mass of the fimnll \\nrkttrs in agriculture and manu-
facture brought the product of their labour and sold it,

buying what thoy lu'eclcrl for consumption and for the

pursuance of their emit. Only in considerable towns were

tlit-re to be found in the earlier eighteenth century any
number of permanent shops where all sorts of wares could

be bought at any time. The weekly market in the market-

town was the chief medium of commerce for the great mass

of the population.

Regarding the general structure of Industry we see that

not only arts international bonds slight and unessential,

but that within the nation the elements of national cohesion

are fetihlo aw r:ompared with those which subsist now.
^

We
have a number of small local communities whose relations,

though tolerably strong with other communities in their

immediate neighbourhood, become greatly weakened by
(liKtannt. For the most part these small communities are

solf-suHking for work and life, producing most of their own

noocwttirtas, and only dependent on distant and unknown

producers for their comforts and luxuries.

Trade is for the most part conducted on n small local basis

with known regular cuhtomers; markets arc less fluctuating in

quantities of supply and in prices than in modern days.

Outside of agriculture the elements of speculation and

fluctuation are almost entirely confined to foreign trade,
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Capital and labour are fixed to a particular locality and a

particular business,1

9, Turning to the structure of the several industries we
find that different employments arc not sharply separated
from one another, In the first place, agriculture and manu-
facture are not only carried on in the same locality but by
the same people. This combined agriculture and manu-
facture took several forms.

The textile industries were largely combined with agri-

culture. Where spinning was carried on in agricultural

parts there was, for the most part, a division of labour

within the family. The women and children spun while

the men attended to their work in the fields.2 Every
woman and child above the age of five found full employ-
ment in the spinning and weaving trades of Somerset and
the West Riding.

3

This method prevailed more generally in the spinning
than in the weaving trades, for before the introduction of the

spinning-jenny the weaving trade was far more centralised

than the other. For example, a large quantity of weaving
was done in the town of Norwich while the earlier process
was executed in the scattered cottages over a wide district

But even these town workers were not specialised in manu-
facture to the extent which prevails to-day. Large numbers
of them had allotments in the country to which they gave
their spare time, and many had pasture rights and kept
their cattle on the common lands. This applied not merely
to the textile but to other industries* At West Bromwich,
a chief centre of the metal trade, agriculture was still carried
on as a subsidiary pursuit by the metal workers.4 So too
the cutlers of Sheffield living in the outskirts of the town
had their plot of land and carried on agriculture to a small

extent, a practice which has lasted almost up to the present
day. The combined agriculture and manufacture often

1 Adam Smith, wilting later in the century, oUserves with some
exaggeration, "A mcichant, it lias been said vwy properly, Is not
necessarily the citizen of a parlirultu cmmliy. It is in a great measure
indifferent to him from what plare he carries on his trade, and a very
trifling disgust will make him remove his capital, ami together with it

all the industry which it supports, from on cnuntry to another.".
Book III., chap. iv.

Defoe, vol. iL p. 37-
3
7W-, vol. & p, 17.* Annals ofAgriculture chap. iv. p. 157.
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took Ihii form of a division of labour accoidiny to suason.

Where the weaving was not concentrated in towns it

furnished a winter occupation to many men who gave the
bulk of their summer lime to agriculture. Generally speak-
ing, we may take as fairly representative of the manu-
facturing paits of England the picture which Defoe gave of

the condition of affairs in the neighbourhood of Halifax.

lie found "the land divided into small enclosures fium two
acres to six or seven acres each, seldom more

\ every three
or four pieces of land had a house belonging to it ouu
continued village, hardly a house standing out of spunking
distance from another at every house a tenter, and on
almost every tenter a piece of cloth or kersie or shalloon

every clothier keeps a horse so every one generally keeps
a cow or two for his family."

1

Not only were agriculture and many forms of manufactuie

conjoined, but the division of labour and differentiation of

processes within the several industries was not very far

advanced. The primitive tillage of the common-fields
which still prevailed in the early eighteenth century, though
the rapid enclosure of commons was effecting a considerable,
and from the wealth-producing point of view, a very
salutary change, did not favour the specialisation of land
for pasture or for some particular grain crops. Bach little

hamlet was engaged in providing crops of hay, wheat, barley,

outs, beans, and had to fulfil this other purposes required by
a self-subsisting community. This aio.su partly from the

necessity of the system of hind lemnc, paitly from ignorance
of how tu take advantage of special (jualilies and positions
of soil, and partly hum thu sclf-Kulliriunry imposed by
difficulties of conveyance. As the century advanced, the
enclosure of commons, the increase of large farms, the

application of new science and new capital Ted to a rapid
differentiation in the use of land for agricultural purposes.
Hut in the earlier pait of the century there was little

.specialisation of land excrjil in the West Riding and round
the chief centred of UKJ woollen luuli-, and to a less intent
in the portions of the counties round London whose position
forced them to specialise for some particular market of the

metropolis.

1

Defoe, vol. iii, pp. 78, 79.
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10. As the small agriculturist un a si-lf-biifficing farm

must perform many different processes, su the manufacturer

was not narrowed down to a single process of manufacture.

A large part of the ruder manufactures were home produc-
tions for home consumption, and the same hands tended

the sheep which furnished the wool, and spun and wove the

wool for family use, The smith was in a far fuller sense

the maker of the horse-shoe or the nail or bolt than he is

to-day; the wheelwright, the carpenter, and other handi-

craftsmen performed a far lai^ur number of different pro-
cesses than they do now. Moreover, each household, in

addition to its principal employments of agriculture and

manufacture, carried on many minor productive occupations,
such as baking, brewing, butter-making, dressmaking, wash-

ing, which are now for the most pait special and inde-

pendent branches of employment.
In the more highly-developed branches of the textile

and metal trades the division of processes apptiurs at first

sight more sharply marked than to day. The carder,

spinner, weaver, fuller in the cloth trade worked in the

several processes of converting law wool into finished cloth,

related to one another only by a series of middlemen who
supplied them with the material required fur tlioir work and
icceived it back with the impreijs of thuir labour attached,
to hand it out once more to undergo tin; next process.

1

But though modern machine-production will show us these

various processes drawn together into close local proximity,
sometimes performed under thu same roof and often making
use of the same steam power, we shall find that a chief

object and effect of this closer local co-ordination of the

seveial processes is to define and narrow more precisely
the labour of each worker and to make the spinner and the

weaver confine himself to the performance of a fractional

part of the full process of spinning or weaving, Thus we
find that English industry in the early eighteenth century is

marked on the one hum! by a lack of dwir differentiation

as regards industries, and on the ulhn hand by a lack of

nn'nute differentkilion of proce.ws within thu industry*
ii. Upon the aiea and strudure of the maiket depends

the size and character of the unit of Industry -the Business,
1 Of, Uuinluy, Wool ami WMl-tombin^ p. 417,
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*'Thus_the handicraft or guild system _is^ assp.dajed_wj_th thja

town f<7^/j7tfr^gffi^^ tjis..

national Tconowyl andLthc JacJtQr^.y.sLuinwjvith,jh ta-.>\P.1id

cconoriiyj"
1

"TE'lhe study of the composition of capital, labour, and

direction in a business, the following aie points of dominant

importance ;

rt. The owncibliip of the ui\\ mutciial.

P. tools (find sources of non-

human power),

y. ,, ., workplace,

o. The labour-power.

e. The woik of superintendence and management.

, The woik of marketing.

In other words, in the opeiation uf an industrial ttiisiuuss,

an employer organises and directs the application of labour-

power working uith tools upon jaw materials in a workshop
or factory, and sells the product. Now all these six func-

tions may be combined in a bingle pcisnu or family, or

they may be divided in various ways among two or many
persona. The simplest form of manufacturing business

would bo one in which an industrial family, growing or

buying the materials ami tools, and working with the power
of their own bodies in their own hnmi-, under the direc-

tion of the head of the household, pmiluce commodities,

partly for their own consumption, partly for a small local

matket.

Omitting all consideration of the virtually self-sufficing

economy of the farmers and cottagers who, producing food,

clothing, eXn., for their own consumption, cannot rank as

business-units for our pmposes, we find even in eighteenth-

century Knglaml a large number of town and rural industries

in which the differentiation from the primitive type has only

just begun.
The simplest structure of "donu'slic" immufiiclunMB thai

in which the fanner-maim facturer is found purchasing his

1
///</// tftial Ot'smisatiMi mtkctiixtwith Mid Swentnutti Van/Mies.

Uuwiu, \>,
10.
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own material, the law wool or flax if hu is a spinner, tho

warp and weft if he is a weaver, ami, working with his

family, produces yarn or cluth which he sulk himself, cither

in the local market or to regular muster-clothiers or

merchants, The mixed cotlun weaving tia<le was in this

condition in the earlier years of the eighteenth century.

"The workshop of the weaver was a rural cottagr, from

which, when he was tired of sedentaiy labour, he cuiilrt

sally forth into his little gaidun, and with the spude or the

hoe tend its culinaiy productions. The rotton-wool which

was to form his weft was picked dean by the fingers of his

younger children, and was cardi'd and spun by tin) chirr

girls, assisted by his wife, and the yarn wai win-en by

himself, assisted by his sons." 1

'JpafiJaio^ toy.in.th('_lroHblJi iu\<L

uncertainty of"marketing the proilurtj It was hens lh;il llm

nVcrchimv wlio represents the earliest form of inilustiul

capitalism, presses in upon the self-employing artisan-

capitalist. Taking from the .small producer his product,

paying him for it, and undertaking the tioublt*, dulny,

and risk of finding cunsuumrs to puri'liasi? it at u

piice which will yield him a pntfil, thtj mcirhant n-lirv**,*

him of tho functiun which he is Ic-ast ouujirK'iit in JM*F

form.

From tlie hubit of clling his pKuluct to si hji.'c'.,ihi

middleman, it is a small stup to rucuivin^ "uuletsi" irciu

the latler. But where, as is usual, the law material, or some

of it, has to bo bought by the produrur, the latter is apt to

find that this buying is almost as troublesome as M-llin^, and

so he is easily induced to receive his warp and woof, or

other materials, from the same merchant who takes from

him his product.
So the ownership of the niw niiitoial nftrn p;i!S

ls fit mi

the "independent" small workman into the hands t>f Uu 1

organising merchant or wiiltllrmun, who, as i.'iuly us Uu*

seventeenth century, in the rlothing trade is foiuiil usurping
the title "manufacturer."

This stage, where thuwotkuinii ri'n-iv^s his "onlris" ail

his "nialeiials*' from another, while ii-luinij^; ihc <li,-pii!.al

of his labour-power and woiking with Ins own tools in his

1
Uiu, Uhtorytftkt Crtton MatutjtittweiWA* I i.
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own home or workplace, pi Availed widely in the textile

industries of rural England,
The condition of the coUon-trade in Lancashire about

1750 illustrates most clearly the tiansition from the inde-

pendent weaver to the dependent weaver. So far as the

linen warp of his fabric was concerned he had long been in

the habit of receiving it fiom the larger "manufacturer" in

ItolUm or in Manchester, but the cotton yarn he had
hitherto supplied himself, using the yarn spun by his own
family or purchased by himself in the neighbourhood. The
difficulty of obtaining a steady, adequate supply, and the

waste of time involved in trudging about in search of this

necessary material, operated more strongly as the market
for cotton goods expanded and the pressure of work made
itself felt1 It was this pressure which we shall see acting
as jchief stimulus to the application of new inventions in

- the spinning
2 trade. In the interim, however, the habit

grew of receiving not only linen warp but cotton weft from

the merchant or middleman. Thus the ownership of the

raw material entirely passed out of the weaver's hands

though he continued to ply his domestic craft as for-

merly,
8 This had grown into the normal condition of

the trade by 1750, The stocking-trade illustrates one

further encroachment uf the capitalist system upon
domestic industry. In this trade not only was the material

given out by incrchunls, but the ** frames" used for

weaving were likewise owned by them, and weiti rented

out to the woikerfa, who continued, however, to work in

their own homes.
But this stage of luihinew* <jr#uiijaiiun, where the material

is provided and the product taken by an outsider, a mer-

chant or other customer, is by no means confined to the

country weaver. It i* frequently to be traced as a stage in

the decline of a tr>wn trade- j^uild. When, fur example, the

processes of the cloth manufacture became specialised, the

weaver, fuller, burellci, finisher, and dyer becoming separate
trained handicrafts, it happened sometimes that one or oilier

of thefid related crafts became strong enough to set up as

1
Bftltiw, History of the Comity l\ihittitt of Lamashht> vul, ii.

!> 4 X 3*
*

Ure, Mittory of Cotton Afauu/Mtwv, veil. i. p. 22-1, etc,

Dr Alkin, ttittoty oj Mawhrtto (nuolud Uaincb, p, 406).
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employers of the others, and gave out woik for them lo do.

So it seems that in the later thhteenth century a mmibei of

the burellers in London gave out work trj the wcaveib,

while among the weavers themselves large masters spuing

up, who gave out yarn to the poorer masteis, and employed
fulleis and dyers.

1

When the raw material is given out to an aiti.sun by a

merchant or another manufacturer there is a clear loss of

independence, especially when this step is followed by the

letting out of tools or machines. In London, as early as the

thirteenth century, big master-weavers seem to have hired

out looms to small weavers, 3
Similarly in the stocking-

trade, at a much later period, "frames" as well as material

were let out by merchants to the workers, who continued to

work in their own homes. 3

12. Two further steps remained to be taken in the

transition from the "domestic" to the "faetuiy" system, the

one relating to the ownership of "power," the other to the

workplace, (a) The substitution of extia-luunan power
owned by the employer for the physical power of the

woikcr; (/')
the withdrawal of the woikr;ni from iht-ir

homes, and the concentration of them in factories and

woikplaces owned by the capitalists,

Although these steps were nut completely tukrn until llu:

age of steam had well set in, hi;fare the middle oi tin:

eighteenth century thcie were found examples of I ho fnrtory,

complete in its essential character, side by side anil in

actual competition with the eailier shapes of domestic

industry.

Capitalist ownciship of extra-human industrial "power"
was of course nanowly restricted before the ai$e of stoam.

Water-power, horse-power, and to a much smaller extent,

wind-power, were utilised. But the most important servk'.ew

water rendered to industry prior to the great invention,1

*

were in facilitating the transport of goods, and in ciTlnin

subsidiary processes of manufacture surh as dyeing.

Though a considerable number of water mills existed i>;u]y

in the century, they played no large pait in manufacture.
A natural force so strictly confined in quantity ;md in local

application; and subject to such great waste from the kiek-

1
Unwin, pp. 27, 2Q. ., . .

3 Cook e Tnylor, The Modem Ffatoiy byitem, [t, Oy.
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ward condition of mechanical aits, was not able to serve to

any 51 eat extent as a substitute for or aid to the muscular

activity of man.
But although the economy of mechanical power was not

yet opeiative to any appreciable extent in concentrating
labour, certain other notable economies of large-scale pro-
duction were beginning to assert themselves in all the

leading manufactures. Indeed so powerful are some of the

economics of division of labour and co-operation even in a

primitive condition of the industrial arts, that Professor

Ashley considers it not improbable that the great manu-

factory might have become an important or even a dominant
fcatuie of the woollen trade as early as the sixteenth century,
if legislative enactments had not stood in the way.

1 As it

was, these earlier centralising forces, while they drove the

wurkcis to work and live in closer and compactor masses,
ihd not at first dispose them in factories to any great extent,

They continued for the most part to \voik in their own
houses, though for material and sometimes for the im-

plements of their craft they were dependent upon some
merchant or laige master-manufacturer. This was the con-

dition of industry in the neighbourhood of Leeds in 1725.
"The houses are not scattered and dispersed as in the

vicarage of Halifax, one by one, but in villages, and those

houses thronged with people and the whole country in-

finitely populous."
8 In the rnoie highly-developed blanches

of the cluth trade, however, where the best looms were a

lelutivcly costly form of capital, the foundation of the

factuiy system was clearly laid. In Norwich, Frome,
Taunton, Devizes, Stuurbridge, and other clothing centres,

Defoe found the weaving industry highly concentrated, and
rich employers owning considerable numbers of looms.

Some of this work was put out by the master-manufacturers,
but other wurk was clone in large sheds or other premises
owned by the masler. This large organised "business," half

factory, half domestic, continued to prevail in the important
West uf England clothing industry up to the close of the

(lighteenth century. "The master clothier of the West of

England buys his wuui from the importer, if it be foreign,

or in the fleece if it be of domestic growth ; after which, in

1 JSttftonm/f Hitfoiy, yol
ii. p. 237.

fl DC foe, 'J'utu, vol. iii. i. 89.
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all the different processes through which it passes, he is

under the necessity of employing as many distinct classes of

persons; sometimes working in their own houses, some-

times in that of the master clothier, but none of them going
out of their proper line, Each class of workman, howevei,

acquires great skill in performing its particular operation,
and hence may have arisen the acknowledged excellence,

and, till of late, the superiority of the cloths of the West of

England,"
1

So again, in the cotton industry of Lancashire, the hold
which the merchants had got over the weavers by supplying
them with warp and weft led in some cases, before the

middle of the century, to the establishment of small

factories containing a score 01 two of looms, in which hired

men were employed to weave. A little later, though long
before steam power, Arthur Young finds a factory at

Darlington with over fifty looms, a factory at Boynton with

150 workers, and a silk mill at Sheffield with 152 workers.
In the more developed branches of the textile* industry this

transformation of business structure was tolerably complete*
by the end of the eighteenth century. Improved means of

communication were beginning to expand tho area of tin;

market, enlarged businesses enabled labour to be proJituMy
divided, and required a more effective control over the
workers than could be obtained over a. scattered population
of agricultural manufacturers.

^

Thus by a series of economic changes the several func-
tions of the independent craftsman have been taken from

him, until he is left in possession of his labour-power
alone, which he must sell to an employer who lurnKlu'.s

materials, tools and machinery, workplace, and superintend-
ence, and who owns and markets the production ol his
labour. From a free craftsman he has passed into a " hiredhw . -.-----------------

In this growth of capitalistic structure there Imvr, of

courbe, been various halting places, temporary or lusting
The small craftsman or other producer working in his own
premises with his own tools and machinery, aoi'netimci; with
his own power, using his own labour or that of u few hireti

workers, has survived in many departments of iiuhisliy.
'

te&rtoftht Commission on the J/W/w* Mamtjuitw t

(loouj.
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From early times many sorts of craftsmen have received
their "orders" and material directly from the consumer.
In the country the weaver, miller, baker, cobbler, tailor,

smith, were mostly engaged in working at materials supplied

by customers. Even till quite; recent days in many parts of

Germany and Switzerland cobblers, tailors, coopers, some-
times saddlers, carpenters, wheelwrights, were a nomad folk,

not only woiking on material supplied by others, but

working in the houses of their customers. In mediaeval

limes it was chiefly where some sort of fixed plant or

machinery were required, such as mills, ovens, forges,

looms, that customers gave out the material to be made up
in the workplace of the artisan. 1

Even in the most advanced countries, where tools or

machines are easily capable of transport, the itinerant

craftsman still survives e.g. tinkers and coopers, and

among women's work that of the dressmaker and
seamstress. In the less advanced European countries

a great deal of work remains in this stage.
" In Russia

and the southern Slav countries there are hundreds
of thousands of wage-workers, belonging especially to the

building and clothing trades, who lead a continuous

migratory life, and who, on account of the great distances

travelled, often remain away from home half a >car or

more,"*

While the receipt of raw materials and "orders" from
merchants or other producers has commonly been the first

stage in the breakdown of an independent business, this

is by no means universally the case. There are many
instances where nil tho factnrs of an independent business

survive except thu ownership of tho raw material In the
textile trades grunt capitalist businesses, t;ngagc<l in

dyeing, bleaching, printing etc., survives in this stage,
while in shipping yards nnd in the; metal and machine
manufactures lar^u numbers of repairing trades stand on
this footing.
A further v;iri;ly is furnished in tho food and diink

trades, The maltster, brewer, miller was in niodueval tinu.K

the owner of kilns, hrcwing-hous^ or mill, to whi<:h the

customer not only brought his own materials, but when; h<;

* Cf. Bilehcr, /nttuttrial Evefoffon, . 63.

BUcher, p, 164.
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peisonally superintended their manufacture, the owner of

the plant and premises looking to the working of his

machinery, and supplying the powei and nther technical

conditions of the process.

13. Regarding the Business as a combination of Labour

and Capital, we perceive that one strongly distinctive charac-

teristic of the pre-machinery age is the small proportion

which capital bears to labour in the industrial unit It is

this fact that enabled the "domestic" worker to hold his

own so long in so many industries as the owner of a sepa-

rate business. So long as the mechanical arts are slightly

developed and tools are -simple, the proportion of "fixed

capital" to the business is small and falls within the means

of the artisan who plies his craft in his home. So long as

tools are simple, the processes of manufacture are slow,

therefore the quantity of raw material and other "circulat-

ing capital" is small and can also be owned by the worker.

The growing divorcement in the ownership of capital and
labour in the industrial unit will be found to be a direct

and most important result of those improvements in

mechanical aits which, by continually increasing the

proportion of capital to labour in a business, planed

capital more and more beyond the possession of those

who supplied the labour power required to co-opurato in

production.
In the middle of last century there were very few

instances of a manufacturing business in which a large

capital was engaged, or in which the capital stood to

the labour in anything like modern proportion. It was
indeed the merchant and not tbe manufacturer who
represented the most advanced form of Capitalism in the

eighteenth century. Long before Dr. Johnson's discovery
that "an English merchant is a new species of gentleman,"
Defoe had noted the rise of merchant-princes in the
Western clothing trades, observing that "many of the great
families who now pass for gentry in these counties have
been originally raised from and built out of this truly noble
manufacture." 1 These wealthy entrepreneurs were some-
times spoken of as "

manufacturers," though they had no
claim either upon the old or the new signification of that

1
Tour, vol. ii. p. 35.
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name. They neither wrought with their hands nor did

they own machinery and supeivise the labour which worked
with it. They were, as has heen shown above, merchant-
middlemen. The clothing trade being the most highly

developed, evolved several species of middlemen, including
under that term all collectors and distributors of the raw
material or finished goods.

(a) One impoitant class of "factors" engaged themselves
in buying wool from farmers and selling it to clothiers,
and appear to have sometimes exercised an undue and

tyrannous control over the latter by an unscrupulous
manipulation of the credit system which was growing up
in trade. 1

(It) The "clothiers" themselves must be regarded in

large measure as middleman-collectors, analogous in func-

tion to the distributors, who still rank as one of the grades
of middlemen in the cheap clothing trade of London
to-day.*

(r) After the olotli was made three classes of middleman
were engaged in forwarding it to the retailer (i) travel-

ling merchants or wholesale dealers who attended the big
fairs or the markets at Leeds, Halifax, Kxcler, etc., and
made large purchases, conveying the goods on pack-horses
over the country to the retail trader \ (2) middlemen who
sold on commission through London factors and ware-

housemen, who in their turn disposed of the goods to

shopkeepers or to exporters; (3) merchants directly en-

gaged in the export trade.

With the exception of shipping and canal transport

(which became important after the middle of the century)
there were no considerable industries related to manu-
facture where large capitals were laid down in fixed plant.
Kven the capital sunk in permanent improvements of

land, which played so important a part in the development
of agriculture, belonged chiefly to the latter years of the

eighteenth century. Almost the only persons who wielded

large capitals within the country were those merchants,
dealers, or middlemen whose capital at any given time
consisted of a large stock of raw material or finished

1 For an interesting account of the cunning devices of
"
factors" see

Smith's Memoirs of Wool) vol. ii. n, 311. clc.
a Cf. Booth, L&bour ttnd Uf* oftfa StyA, voL i, p. 486, etc.
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goods. Even the latter were considerably restricted in the

magnitude of their transactions by the imperfect develop-
ment of the machinery of finance and the credit system.
In 1750 there were not more than twelve bankers' shops out

of London.* Until 1759 the Bank of England issued no

notes of less value than 20.

Joint-ownership of capital and effective combination of

the labour units in a business were only beginning to make

progress. The Funded Debt, the Bank of England, the

East India Company were the only examples of really

large and safe investments at the opening of the eighteenth

century. Joint-ownership of large capitals for business

purposes made no great progress before the middle of the

eighteenth century, except in the case of chartered com-

panies for foreign trade, such as the East India Company,
the Hudson's Bay Company, the Turkish, Russian, East-

land, and African companies. Insurance business became a

favourite form of joint-stock speculation in the reign of

George I. The extraordinary burst of joint-stock enterprise

culminating in the downfall of the South Sea Company
shows clearly the narrow limitations for sound capitalist

co-operation, Even foreign trade on joint-stock lines could

only be maintained successfully on condition that thi?

competition of private adventurers was precluded
Joint-capital had yet made no inroad into manufacture,

one of the earliest instances being a company formed in

1764 with a capital of ^"100,000 for manufacturing fin

cambrics.2

The limits of co-operative capitalism at the opening of
the period of Industrial Revolution are indicated by Adam
Smith in a passage of striking significance: "The only
trades which it seems possible for a joint-stock company
to carry on successfully, without an exclusive privilege, are
those of which all the operations are capable of buiiitf
reduced to what is call isd a routine;, or to such a uniformity
of method as admits of little or no variation. Of this kind
is, first, the banking trade; secondly, the trade of insurance
from fire and from sea risk and capture in time of war;
thirdly, the trade of making and maintaining a na

i

Toynbee, Industrial Revolution^ p. 55.*
Cunningham, vol. ii. p. 350.
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cut or canal; and fourthly, the similar trade of bringing
water for the supply of a great city."

1

In other woids, the businesses amenable to joint-stock

enterprise are those where skilled management can be
reduced to a minimum, and where the scale of the business

or the possession of a natural monopoly limits or prohibits

competition from outside.

1 Wealth ofNattons, Bk. V., chap, i., part 3.
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CHAPTER IV,

THE OKDER OF DEVELOPMENT OF MACHINF INLJUSTRV

g i A Machine differentiatedfrom a TooL
2 Machinery in Relation to the Character of JJuma*

Labour.

3. Contributions of Machinery to Productive Fowet*

4. Main Factors in Development ofMachine Industry

5. Importance of Cotton-trade in Machine Development
6. History refutes the "Heroic" Theory of Invention.

\ 7. Application ofMachinery to otfar Textile Work.
8. Reverse order of Development in Iron Trades.

9. Leading
Determinants in the General Application oj

Machinery and Steam-Motor.
i o. Order of Development of modern Industrial Methods

in the several Countries Natural^ Racial^ Political^
Economic.

i. It appears that in the earlier eighteenth century, while
there existed examples of various types of industrial structure,
the domestic system in its several phases may be regarded
as the representative industrial form. The object of this

chapter is to examine the nature of those changes in the
mechanical arts which brought about the substitution of

machine-industry conducted in factories or large workshops
for the handicrafts conducted within the home or in small

workshops, with the view of discovering the economic bear-

ing of these changes.
A full inductive treatment would perhaps require this

inquiry to be prefaced by a full history of the inventions
which in the several industries mark the rise of the factory
system and the adoption of capitalist methods. This, how-
ever, is beyond the scope of the present work, nor does it

strictly belong to our scientific purpose, which is not to
write the narrative of the industrial revolution, but to bring
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such analysis to bear upon ihc records of industrial changes
as shall enable us cleaily to discern the laws of those

changes.
The central position occupied by machinery as the chief

material factor in the modern evolution of industry requires
that a distinct answer should be given to the question,
What is machinery?

In distinguishing a machine from a mere tool or handi-
craft implement it is desirable to pay special attention to
two points, complexity of stiuclure and the activity of man
in relation to the machine. Modern machinery in its most

developed shape consists, as Karl Marx points out, of three

parts, which, though mechanically connected, are essentially
distinct, the motor mechanism, ihe transmitting mechanism,
and the tool or working machine.
"The motor mechanism is that which puts the whole in

motion. Tt either generates its own motive power, like

the steam -engine, the caloric engine, the electro-magnetic
machine, etc., or it receives its impulse from some ahead)
existing natural force, like the water-wheel from a head
of water, the windmill from wind, etc. The transmitting
mechanism, composed of fly-wheels, shafting, toothed wheels,

pullies, straps, ropes, bands, pinions, and gearing of the
most varied kind, regulates the motion, changes its form
where necessary, as, for instance, from linear to circular,
and divides and distributes it among the working machines.
These two first parts of the whole mechanism are there

solely for putting the working machines in motion, by
means of which motion the subject of labour is seized upon
and modified as desired." 1

Although the development of modern machinery is

largely concerned with motor and transmitting mechanisms,
it is to the working machine we must look in order to get
a clear idea of the differences between machines and tools.

A tool may be quite simple in form and action as a knife,
a needle, a saw, a roller, a hammer, or it may embody
more complex thought in its construction, more variety
in its movement, and call for the play of higher human
skill. Such tools or implements are the hand-loom, the

lathe, the poltci's-whecl. To these tools man stands

in a double relation. He is handicraftsman in that

he guides and directs them by his skill within Uiu

1 Kail Marx, Capital^ p. 367.
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scope of activity to which they are designed. He also

furnishes by his muscular activity the motive force with

which the tool is worked. It is the former of these two

relations which differentiates the tool from the machine.

When the tool is removed from the direct and individual

guidance of the handicraftsman and placed in a mechanism
which governs its action by the prearranged motion of some
other tool or mechanical implement, it ceases to be a tool

and becomes part of a machine. The economic advantage
of the early machines consisted chiefly in the economy of

working in combined action a number of similar tools by
the agency of a single motor. In the early machine the

former tool takes its place as a central part, but its move-

ments are no longer regulated by the human touch. 1 The
more highly evolved modern machinery generally represents
an orderly sequence of processes by which mechanical

unity is given to the labour once performed by a number
of separate individuals, or groups of individuals with differ-

ent sorts of tools. But the economy of the earlier machines

was generally of a different character. For the most part
it consisted not in the harmonious relation of a number
of different processes, but rather in a multiplication of the

same process raised sometimes to a higher size and speed

by mechanical contrivances. So the chief economic value

of the earlier machinery applied to spinning consisted in

the fact that it enabled each spinner to work an increased

number of spindles, performing with each the same simple

process as that which he formerly performed with one. In
other cases, however, the element of multiplication was not

present, and the prime economy of the machine consisted

in the superior skill, regularity, pace, or economy of power
obtained by substituting mechanical direction of the tool

for close and constant human direction. In modern

machinery the sewing-machine illustrates the laltur, as

the knife-cleaning machine illustrates the former.
The machine is inherently a more complex structure

than the tool, because it must contain within itself the
mechanical means for working a tool, or even for the
combined working of many tools, which formerly received
their direction from man. In using a tool man is the
direct agent, in using a working machine the transmitting

1 Marx points out how in many of the most highly evolved machines
Ihe original tool .survives, illustrating this frum the original
loom. (Capital, vol. ii. v . 368,)
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mechanism is the direct agent, so far as the character

of the several acts of production is not stamped upon
this form of the working machine itself. The man placed
in charge of a machine determines whether it shall act,

but only within very narrow limits how it shall act. The
two characteristics here brought out in the machine,

complexity of action and self-direction or automatic

character, are in reality the objective and subjective

expression of the same factor namely, the changed rela-

tion of man towards the work in which he co-operates.
Some of the directing or mental effort, skill, art, thought,

must be taken over, that is to say, some of the processes

must be guided not directly by man but by other processes,

in order to constitute a machine. A machine thus becomes

a complex tool in which some of the processes are re-

latively fixed, and are not the direct expression of human

activity. A machinist who feeds a machine with material

may be considered to have some control over the pace and

character of the first process, but only indirectly over the

later processes, which are regulated by fixed laws of their

construction that make them absolutely dependent on the

cailier processes. A machine is in the nature of its work

largely independent of the individual control of the

"tender," because it is in its construction the expression

of the individual control and skill of the inventor. A
machine, then, may be described as a complex tool with a

fixed relation of processes performed by its parts. Even

here we cannot profess to have reached a definition which

enables us in all cases to nicely discriminate machine from

tool It is easy to admit that a spade is a tool and not a

machine, but if a pair of scissors, a lever, or a crane are

tuols, and are considered as performing single simple

processes, and not a number of oiganically relative processes,

we may by a skilfully arranged gradation be led on to

include the whole of machinery under tools. This diffi-

culty is of course one which besets all work of definition.

But while it is not easy by attention to complexity of

Bliucluru always to distinguish a tool from a machine,

nothing is gained by making the differentia of a machine to

cunsist in the use of steam or other non-human motor.

A vast amount of modern machinery is of course:

d^ected
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man. But though certain tools as well as certain forms of

human effort are here replaced by machines, these tools are

not commonly embodied in the machinery for generating
and transmitting the new force, so that the mere considera-

tion of the different part played by the worker in generating

productive force does not assist us to distinguish a machine
from a tool. A type-writer, a piano, which receive their

impulse from the human muscles, must evidently be included

among machines. It is indeed true that thusc, like others

of the same order, are exceptional machines, not merely in

that the motive power is derived more essentially from
human muscles, but in that the ralson d'etre ofthe mechanism
has been to provide scope for human skill and not to destroy
it. But though it is true that a high degree of skill may be

imparted to the first process ofthe working of a piano or type-

writer, it is none the less true that the "
tool,

1'
the implement

which strikes the sound or makes the written nuirk, is not
under immediate control of human touch. The skill is con-
fined to an early process, and the mechanism as a whole must
be classed under machinery. Nothing would indeed be

gained in logical distinctness if we were to abandon our
earlier differentia of the machine and confine that term to

such mechanical appliances as derived their power from non-
human sources the fact which commonly marks off modern
from earlier forms of machine production. For we should
find that this substitution of non-human fur human power
was also a matter of degree, and that Ihe most complex
steam-driven machinery of to-day cannot entirely diKpiiii.su

with some directing impulse of human muscular activity,
such as the shovelling of coal into a furnace, though UK;

tendency is ever to reduce the human effort to a minimum
in the attainment of a given output

This consideration of the difficulties attending exact
definitions of machinery is not idle, for it leads to a clearer

recognition of the nicely graded evolution which has

changed the character of modern industry, not by a eata

stiophic substitution of radically tliffeient methods, but by
the- continuous steady development of certain dements,
common to all sorts of industrial activity, and a correspond-
ing continuous degcnciation of certain oilier elements.

2. The growth of machine-industry then may bi; measured
by the increased number and complexity of the process* '.s

related to one another in the mechanical unit or machine,
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and by a corresponding shrinkage of the dependence of the

product upon the skill and volition of the human being
who tends or co-operates with the machine. ]

Every product
made by tool or machine is qmi industrial product or com-
modity the expression of the thought and will of man;
but as machine-production becomes more highly devel-

oped, more and more of the thought and will of the
inventor, less and less of that of the immediate human
atftmt or iiKidrinu-tendcr is expressed in the product.
Hut it is evidently not enough to say that the labour-

saving machine has meruly substituted the stored and con-
centrated effort of the inventor for that labour of the
handicraftsman which is saved. This would be to ignore
the saving of muscular power due to the substitution of
forces of nature water, steam, electricity, etc., for the

painful effort of man. It is the thought of the inventor,

plus the action of various mechanical and other physical
forces, which has saved the labour of man in the "produc-
tion of a commodity, The further question how far this

saving of labour in rcsprct of a given commodity is com-

pensated by the incrunsud number of commodities to which
human labour is applied is a consideration which belongs
to a later chapter.

In tracing thc^
effect of the application of modern

machinery to English industry there appear two prominent
f;u ton;, which for curtain purposes require separate treat-

ment the growth of improved mechanical apparatus, and
the evolution of evlni human

inojor powur.
\\\\ speak of llns- industry whieh lias prevailed since Ihc

miililk1 of tins I'i^iiLiu'iith century as machine-production,
not Iti'i.'HKii! them won; no inaehinos before that time, but

liiMly, beriiust! a vast arei'leration in the invention of com-

plex machinery up^licd to almost all industrial arts dates

1 Tlii. ilt*s nut imply \\ rum"i|jnmlinj* j^iowth in Ihc iiiuclmnical

muitl'-tily if I hi1 nurlmw it.*'lf, fur, as Afhun Smith nliservcd, "AU
nt.it liiitc'i .IK* }'/'ii't.ilh% whui In .t invciih'il, extremely complex in

thi'ir ]iiiit ip'"
(
* nti*l lUrrc it uftcn :i ii.irtinil.ir iiunrijilc nf motion for

rvt'iy }<.iiii
nUt ntuvrmrnl whirli it is intcmlfil they should pcrfurm.

SucHntiii); iwpi'MViM filwrivw that Ihu jii'inniili
1 may bo so apjiliurl as

tit I'lmliuv 'f'vrial u[ tlusf ninvi'iuttnl!!, nml tint.*
jhu machine becomes

HMtlmill}* murt* nml more MinpU', and |iroihuws its effects with fewer

wlirrd an*l i<"\v<r iirinciiili*A of inolion." -Marat tfentffften/s t quoted

Hirst, "Adam Smith,*' p. 64.
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from that period, and secondly, because the application

upon an extensive scale of non-human motor powers mani-

fested itself then for the first time.

One important external effect and indication of the

momentous character of these changes is to be found in

the quickening of that operation, the beginning of which

was observable before the great inventions, the substitution

of the Factory System for the Domestic System.
The peculiar relation of Machinery to the Factory

System consists in the fact that the size, cxpensiveness,
and complexity of machinery on the one hand, and the

use of non-human power on the other hand, were forces

which united to drive labour from the home workshop to

the large specialised workshop the Factory.
"The water frame, the carding engine, and the other

machines which Arkwright brought out in a finished state,

required both more space than could be found in a cottage,

and more power than could be applied by the human aim.

Their weight also rendered it necessary to place them in

strongly-built walls, and they also could not be advantage-

ously turned by any power then known but that of water.

Further, the use of machinery was accompanied by a greater

division of labour, and therefore a greater co-operation

was requisite lo bring all the processes of production into

lumnuny and under a central superintendence."
1 Hence

the growth of machine-production is to a large extent

synonymous with the giuwtli of the modern Factory

System.

g 3. Man does his work by moving matter. Hence

machinery can only aid him by increasing the motive

power at his disposal.

(i) Machinery enables forces of man or nature to be

more effectively applied by various mechanical contrivances

of levers, pulleys, wedges, screws, etc,
,

(:) Machinery enables man to obtain the use of various

motor fonvs outsiilu his body wind, water, ituam, eke-

tririly, rhemirnl sirlitm, eta2

Thus by the provision of new productive forces, and by

the. more economical application of all productive forces,

machinery improves the industrial arts.

1 Gii.U' Taylor, Hhtoty ofthe Faitory System, p. 4-2-

* Cf lUUingk*, p 15
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Machinery can increase the scope of man's productive

ability in two ways. The difficulty of concentrating a large
mass of human force upon a given point at the same
time provides certain quantitative limits to the productive

efficiency of the human body. The steam-hammer can

perform certain work which is quantitatively outside the limit

of the physical power of any number of men working with

simple tools and drawing their motor power from their own
bodies. The other limit to the productive power of man
arises from the imperfect continuity of human effort and
the imperfect command of its direction. The difficulty of

maintaining a small, even, accurate pressure, or a precise

repetition of the same movement, is rather a qualitative
than a purely quantitative limit. The superior certainty and

regularity of machinery enables certain work to be done
which man alone could not do or could do less perfectly.
The work of the printing machine could not be achieved by
man. Machinery has improved the texture and quality of

certain woollen goods;
1 recent improvements in milling

result in improved quality of flour and so on. Machinery
can also do work which is too fine or delicate for human
fingers, or which would require abnormal skill if executed

by hand. Economy of time, which Babbage
2 accounts a

separate economy, is rightly included in the economies just
named. The greater rapidity with which certain manufactur-

ing processes e*g. t dyeing can be achieved arises from the

superior concentration and continuity of force possible
under machinery. All advantages arising from rapid trans-

port are assignable to the same causes.

The continuity and regularity of machine work are also

reflected in certain economies of measurement. The faculty
of self-registering, which belongs potentially to all machinery,
and which is more utilised every day, performs several

services which may be summed up by saying that they
enable us to know exactly what is going on. When to self-

registration is applied the faculty of self-regulation, within
certain limits a new economy of force and knowledge is

added. But machinery can also register and regulate the

expenditure of human power. Babbage well says :
" One

of the most singular advantages we derive from machinery
1

Burnley, Wool and Wool~combingt p 417.
2
Economy ofMachinery> p, 6.
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is in the check which it affords against the inattention, the

idleness, or the knavery of human agents."
! This control of

the machine over man has certain results which belong to

another aspect of machine economy,
2

These arc the sources of all the improvements of

economies imputed to machine-production. All improve-
ments in machinery, as applied to industrial aits, take

therefore one of the following forms :

(1) Re-arrangement or improvement of machinery so as

to utilise more fully the productive power of nature or man.

Improvements enabling one man to tend more spindles, 01

enabling the same engine at the same boiler-pressure to

turn more wheels, belong to this order of improvement
(2) Economics in the source of power, These will fall

under four heads
1. Substitution of cheaper for dearer kinds of human

power, Displacement of men's labour by women's
or children's.

2. Substitution of mechanical power for human power.
Most great improvements in the "labour-Having*
character of machinery propurly come under this

head.

3. Economics in fut'l or in steam, The most momentous
illustration is the adoption of the hot blast and the

substitution of raw awl for ookis in the iron trade."

4. The substitution of a new mechanical motor for an

old one derived from thi same or from different

stores of energy- t\tf, t
strain for water power, natural

gas for steam.

(3) Extended application of mnchinery. New industrial

arts owing their origin to scientific inventions and their

practice to machinery arise for utilising waste products,
Under "waste products" we may indmlo (</) natural mat< trials,

the services of which were not recognised or could not be

utilised without machinery- &#, nitrates and other "waste"

products of the soil; (//) the refuse of manufacturing pro-
cesses which figured as "waste" until some unsuKprrLed usi:

was found for it. Conspicuous examples of this economy arc

found in many trades, During the interval between great

1

JSrpnottiy of Afar&fn&y, p. 39.
*

I'idjs t'ti/ra t p. 340,
*

Scrivcni'r, Mhtory o/Mc /ron '/'tatfc, pp. 2y6, Wf,
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new inventions in machinery or in the application of power
many of the principal improvements are of this order. Gas

tar, formerly thrown into rivers so as to pollute them, or

mixed with coal and burnt as fuel, is now " raw material for

producing beautiful dyes, some of our most valued medi-

cines, a saccharine substance three hundred times sweeter

than sugar, and the best disinfectants for the destruction of

germs of disease." "The whole of the great industries of

dyeing and calico-printing have been revolutionised by the

new colouring matters obtained from the old waste material

gas tar." 1 These economies both in fuel and in the utilisa-

tion of waste material arc largely due to the increased scale

of production which comes with the development of

machine industry. Many waste products can only bci

utilised where they exist in large quantities.

4. If we trace historically the growth of modern capitalist
economies in the several industries we shall find that they
fall generally into three periods

1. The period of earlier mechanical inventions, marking
the displacement of domestic by factory industry,

2. The evolution of the new motor in manufacture. The
application of steam to the manufacturing processes.

3 The evolution of steam locomotion, with its bearing
on industry.

As these periods are not materially exclusive, so also

there are close economic relations subsisting between the

development of machinery and motor, and between the

improvements in manufacture and in the transport industry.
But in order to understand the nature of the irregularity
which is discernible in the history of the development of

machinery, it is essential to consider these factors both

separately and in the historical and economic relation they
stand to each other. For this purpose we will examine two

large staple industries, the textile and the iron industries
of England, in order that we may trace in the chief steps
of their progress the laws of the evolution of modern
machinery.
The textile industry offers special facilities to such a study.

The strongest and most widespread of English manufac-
tures, it furnishes in the early eighteenth ccntuiy the

1 Sir Lyon I'layfair, North Anitticati Review, Nov.
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clearest examples of the several forms of industry. To the

several branches of this industry the earliest among the

great inventions were applied. This start in industrial

development has been maintained, so that the most advann-d
forms of the modern factory arc found in textile indu.stty,

Moreover, the close attention which lias been jiiven to,

and the careful records which have burn kept of cwtain
branches of this work, in particular the Lancashire roilon

industry, enable us to trace the operation of the new
industrial forces here with greater precision than is the

case with any other industry. As Schul/c-dawrmU,
in his masterly study, says of the cotton industry--
11 The English cotton industry is not only the oldest, but
is in many respects that modern industry which man i fusts

most clearly the characteristics of modern industrial methods,
both in their economic and their social relations/' 1

The iron industry has been selected on tin; ground of
its close connection with the application of strum driven

machinery to the several industries. It is in a sense* the
most fundamental industry of modern timas, inasmuch
as it furnishes the material environment of the j.;reat
modern economic forces. Moreover, we Iiavu lh<j advan-

tage of tracing the growth of the iron iimmiKirtun? tib m>,
for, as we have seen, before the induiilrial revolution it

played a most insignificant part in English conmwim
Lastly, a study of the relations between the growth of tin*

iron and the textile industries will be of special seiviee, in

assisting us to realise the character of the interaction of tin*

several manufactures under the glowing integration of
modern industry.

2

5. In observing the order of inventions applied to
textile industries, the first point of siumfie.aiin: is that
cotton, a small industry confined to a pail of I/,unuslme,
and up to 1768 dependent upon linuit in order to fumiiJi
a complete cloth, should lake the lead.
The woollen trades, in the fust half of tint eighteenth

1 Der Grossfotrieb, p. 85.
The important iwut which the colinu ;ui<l i,,m in,lii,liir, P],, v i,ihe export trade of Eng ami entitles limn in ^ ,'. nm ,,1,,.,

leprcicntaUves of
worhl-imlustry. Out of />j,iurv value <if

i m uu,
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century, as we saw, engaged the attention of a vastly larger
number of persons, and played a much more important
part in our commerce. The silk trade had received new
life from the flow of intelligent French workers, and the

first modern factory with elaborate machinery was that set

up for silk throwing by Lombe. Yet by far the larger
number of the important textile inventions of the eighteenth
century were either applied in the first instance to the

cotton manufacture and transferred, sometimes after a lapse
of many years, to the woollen, worsted, and other textile

trades, or being invented for woollen trades, proved unsuc-
cessful until applied to cotton.1

Although the origin and application of inventive genius
is largely independent of known laws, and may provision-
ally be relegated to the domain of "accident," there are
certain reasons which favoured the cotton industry in the
industrial race. Its concentration in South Lancashire and
Staffordshire, as compared with the wide diffusion of the
woollen industries, facilitated the rapid acceptance of new
methods and discoveries. Moreover, the cotton industry
being of later origin, and settling itself in unimportant
villages and towns, had escaped the influence of official

regulations and customs which prevailed in the woollen
centres and proved serious obstacles to the introduction
of new industrial methods.2 Even in Lancashire itself

official inspectors regulated the woollen trade at Man-
chester, Rochdale, Blackburn, and Bury.

3

The cotton industry had from the beginning been free
from all these fetters. The shrewd, practical business
character which marks Lancashire to-day is probably a
cause as well as a result of the great industrial development
of the last hundred years.

Moreover, it was recognised, even before the birth of
the great inventions, that cotton goods, when brought into
free competition with woollen goods, could easily under-
sell them and supplant them in popular consumption.
This knowledge held out a prospect of untold fortune to
inventors who should, by the application of machinery,
break through the limitations imposed upon production

1
Cunningham, chap, ii, p. 450.

2
Schulze-Gaevernitz, Der Groisfotneb, p. 34,

8
Ure, Tfa Cotton Manufacture^ p. 187,
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by the restricted number of efficient workers in some
of the processes through which the collon yatn must

But the stimulus which one invention afforded to another

gave an accumulative power to this application of new
methods, This is especially seen in the alternation of

inventions in the two chiof prociuiKes of spinning and

weaving.
Even before the invention of John Kay's My Sliutlli-

which doubled the quantity of work a weaver could do in u

day, we found that spinners had great difficulties in supply-

ing sufficient yarn to the weavers. This seems to have

applied both to the Lancashire cotton and to the Yorkshire

woollen manufactures. After the fly-sluUtle had come into

common use this pressure of demand upon thu spinners
was obviously increased, and the most skilful organisation
of middleman-clothiers was unable to supply sufficient

quantities of yarn. This economic consideration dircctc'il

more and more attention to experiments in spinning

machinery, and so we find that, long before the Invention

of the jenny and the water-frame, ingenious men like John
Kay of Bury, Wyatt, Paul, and others had tried many
patents for improved spinning. Tlu; threat invention 1

; of

Hargrtjavcs, Arkwright, and CrompLon enable! spinning
to overtake and outstrip weaving, and when, about 1700,
steam began to he applied to considerable numbers of

spinning mills, it was no longer spinning but weaving that

was the limiting process in the manufacture of woollen and
cotton cloths.

This strain upon weaving, which hail been tightening

through the period of the gniat spinning improvements,
acted as a special incentive to Cartwright, I tarrocks, and
others to perfect the power-loom in its application, first to

woollen, then to cotton industries. Not until well into

the nineteenth century, when steam POWLT had bn:n fully

applied by many minor improvements, wore the arts of

spinning and weaving brought fully into line. The com-

plete factory, where the several processes of carding, spin-

ning, weaving (and even dyeing and finishing), are concluded
under the same roof and worked in correspondence with
one another, marks the full transition from the earlier form
of domestic industry, where the family performed with
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simple tools their several processes under the domestic
roof. 1

6. The history of these textile inventions does a good
deal to dispel the "heroic" theory of invention that of

an idea flashing suddenly from the brain of a single genius
and effecting a rapid revolution in a trade. No one of the
inventions which were greatest in their effect, the jenny,
the water-frame, the mule, the power-loom, was in the main
attributable to the effort or ability of a single man; each

represented in its successful shape the addition of many
successive increments of discovery $ in most cases the

successful invention was the slightly superior survivor of

many similar attempts.
" The present spinning machinery

which we now use is supposed to be a compound of about

eight hundred inventions, The present carding machinery
is a compound of about sixty patents."

2 This is the

history of most inventions. The pressure of industrial

circumstances direct the intelligence of many minds towards

the comprehension of some single central point of difficulty,

the common knowledge of the age induces many to reach

similar solutions: that solution which is slightly better

adapted to the facts or "grasps the skirts of happy chance"

comes out victorious, and the inventor, purveyor, or, in

some cases, the robber is crowned as a great inventive genius.

It is the neglect of these considerations which gives a

false interpretation to the annals of industrial invention by

giving an irregular and catastrophic appearance to the work-

ing of a force which is in its inner pressure much more

regular than in its outward expression. The earlier incre-

ments of a great industrial invention make no figure in

A Modern economy now favouis the specialisation of a factory and

often of a business in a single group of processes c.. t spinning
or

weaving or rlycing, both in the cotton and woollen industries. This,

however, is applicable chiefly to the main branches of textile woik,

In minor branches, such as cotton thread, the tendency is still towards

an aggregation of all the different processes under a single roof, both

iu England and in the United States.
a F7 K, ! lodge, civil engineer evidence before House of Lords

Committee in 1857. , _ . .

In Germany a spinning-wheel had been long in use for flax-spinning,

which in effect was an anticipation of the throstle (cf. Karmuch,

7'gekHotori*> vol. ii. p. 844, quoted Schulze-Gaeveimtz, p. 30), and

machine-weaving is said to have been discovered in Danzig as early

as 1579
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the annals of history because they do not pay, ami thu

final increment which reaches the paying-point ,^o(s all

the credit, though the inherent importance and the

inventive genius of the earlier attempts mny have bwin
as great or greater.

There is nothing fortuitous or mysterious in inviitivu

energy. Necessity is its mother, which simply menus iluil

it moves along the line of least resistances, Men like, Kay,

Hargreaves, Arkwright, Cartwright, set their inLulli^cnco
and industry to meet the several difficulties as thuyiimse.

Nearly all the great textile inventors were prarliral mm,
most of them operatives immersed in the details of their

craft, brought face to face continually with some dHInilt;

difficulty to be overcome, some particular economy dc.sirnhlc

to make. Brooding upon these concrete facts, trying fn.sL

one thing then another, learning from the attempts and
failures made by other practical men, and improving upon
these attempts, they have at length hit upon snmtj eon-
trivance that will get over the definite difficulty ami secure,

the particular economy. If we take any definite invention
and closely investigate it, we shall find in nearly every rn.sc

it has thus grown by small increments towards feasibility.
Scientific men, strictly so called, have had very little in

do with these great discoveries. Among the grent textile

inventors, Cartwright alone was a man leading ,i life ul

thought.
1 When the spinning m:ichim;ry was aipplcrl in

its efficiency by the crude methods of carding h;es tind

Arkwright set themselves to apply improvements su^er.teil

by common sense and experience; when Cuttwri^hfs power-
loom

Jiad
been successfully applied to wool, HorroHcs

his friends thought out precisely those improveuient
would render it remunerative in the cotton imili 1

.

Thus in a given trade where there* aro several important
processes, an improvement in ono process which pl;H:es it

in front of the others stimulates invention in tlw hut IT, JIIH!

each in its turn draws sunh invimtivu ii)(elli;;etifr a.s is

required to bring it into line with the most lii^lily (h-\vlt>pc<l

process. Since the later inventions, with now knowledge
and new power behind ilium, oftcsn overshoot thr? earlier

ones, we have a, certain law of osrillntinn \n tli(! .sevenil
1

Cf. Brcntann, Ufor die Un&kt* frr Xeu//w w/u,Vw A'/,'
Der Grossfatriebi p. 30.
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processes which maintains progress by means of the stimulus

constantly applied by the most advanced process which
" makes the pace." There is nothing mysterious in this.

If one process remains behind in development each incre-

ment of inventive effort successfully applied there brings a

higher remuneration than if applied to any of the more
forward processes. So the movement is amenable to the

ordinary law of "
Supply and Demand "

enforced by the
usual economic motives. As the invention of the fly-shuttle

gave weaving the advantage, more and more attention was
concentrated upon the spinning processes and the jenny
was evolved ; the deficiency of the jenny in spinning warp
evolved the water-frame, which for the first time liberated

the cotton industry from dependence upon linen warp:
the demand for finer and more uniform yarns stimulated

the invention of the mule. These notable improvements
in spinning machinery, with their minor appendages, placed

spinning ahead of weaving, and stimulated the series of

inventions embodied in the power-loom. The power-loom
was found to be of comparatively little service until the

earlier processes of dressing and sizing had been placed on

a level of machine development by the efforts of Horrocks

and others. Not until after 1841 was an equilibrium reached

in the development of the leading processes. So likewise

each notable advance in the machinery
for the main pro-

cesses has had the effect of bringing an increase of inventive

energy to bear upon the minor and the subsidiary processes

bleaching, dyeing, printing, etc. Even now the early

process of "ginning" has not been brought fully into line in

spite of the prodigious efforts, made especially in the United

States, to overcome the difficulties involved in this prepara-

tory stage of the cotton industry.

The following schedule will serve to show the relation of

the growth of the cotton industry as measured by consump-
tion of raw cotton to the leading improvements of machinery.

Cotton Imported, Inventions <fcc.

Jbs.

*73Q i545j473 I 73 Wyatt's roller-spinning (patented

1738).

1738 Kay's fly-shuttle.

1741 1,645,031 1748 Paul's carding-machine (useless until

improved by Lees, Arkwright,

Wood, I772-74)'
6
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to
\ 4,7(14,589 i77r

775J

J775

1779

Cotton Imported, Inventing, Ac,
Ibs

1764 3,870,392 1764 Hargrcave's spinning-jenny (patented
1 770), for weft only.

Cnhco-piinting introduced into Lanca-
shire.

Arkwright perfects Wyatt's spinning-
frame (patented 1769), liberating
cotton from dependence on linen

warp.

Arkwright
1

s mill built at Cromford.

Arkwright takes patents foi carding,

drawing, roving, spinning.

Crompton's mule completed (rombin-
ing jenny ami water-frame, pro-

ducing finer and morii even

yarn).

Cartwright's power-loom,
Watt and Boulton's first engine for

cotton-mills.

Whitney's saw-gin.
TTorrodti' dressing-machine.
The "Throstle 11

(almost exclusively
iibcd in Knglnnd for spinning
wntp).

Roberts' self-acting mule pniferlud.

Jjulloujjh's improved power-loom,
King spinning (largely used in U.S.A.,

recently introduced into Lanca-

shire),

From this schedule it is evident that tho history of this

trade may be divided with tolerable accuracy into four

periods.

(t) The preparatory period of experimental inventions of

Wyatt, Paul, etc., to the year 1770,

(2) 1770 to 1792 (circa\ the age of the gicat medmnirul
inventions.

(3) 1792 to 1830, the application of steam power
to manufacture and improvements of the great inven-
tions.

(4) 1830 onward, the effect nf steam locomotion upon
the industry (1830, the opening of the Liverpool and
Manchester railway).

5^98,775
1785 18,400,384 1785

1792 34,907,497 3793
1813 51,000,000 1813
1830 261,200,000 1830

1833 287,800,000 1832
1841 489,900,000 1841
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If we measure the operation of these several industrial

forces within these several periods, as they are reflected

on the growing size of the cotton industry, we shall

realise the accumulative character of the great indus-

trial movement, and form some approximately accurate

conception of the relative importance of the develop-
ment of mechanical inventions and of the new motor-

power.
8 7. The history of the cotton industry is in its main out-

lines also the history of other textile industries. We do not

possess the same means of measuring statistically the

growth of the woollen industries in the period of revolution ;

but since, on the ooe hand, many of the spinning and weav-

ing inventions were speedily adapted into the woollen from

the cotton industry, while the application of steam to

manufacture and the effects of stcarn locomotion were

shared by the older manufacture, the growth of the trade

in the main conforms to the same divisions of time. The

figures of imported wool arc not so valuable a register as in

the case of cotton, because no account is taken of home-

produce, but the following statistics of foreign and colonial

wool imported into England serve to throw light upon the

growth of our woollen manufactures.

STATISTICS OF WOf>l, IMI'OUTF.I) INTO ENGLAND.

ItH.

iXK J*n> '**
""

1771 i,S29,ofjo

1780 323*000

1790 2,582,000 I}l70 2(^2 50,000
iHno K/UWMO jj^o 463,309,000
iSio 10,914,000

'
* J>J

74,326,000

In the silk industry tin* influence of machinery U compli-

cated by several consideration* especially affecting this

manufacture. Although the ingenuity antl enterprise of

the Lornbes had introduced complex machinery into silk

throwing many years before it was successfully applied to

any other branch of textile industry, the trade did not grow

as might have been expected, and the successive increments

of great mechanical invention were slowly and slightly
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applied to the silk industry. There arc special reasons for

this, some of them connected with the intrinsic value of

the commodity, others with the social regulation of the

trade.

The inherent delicacy of many of the processes, the

capricious character of the market for the commodities, this

expensive production of which renders them a luxuiy and

especially amenable to the shifts of taste ami fashion, have,

preserved for artistic handicraft thu production of many of
the finer silk fabrics, or have permitted tin; application of

machinery in a far less degree than in tin; cotton and
woollen industries.

Moreover, the heavy duties imposed upon raw and
thrown silk, which accompanied the strict prohibition of
the importation of manufactured silk goods in 1765, by
aggravating the expenses of production and limiting the
market at the very epoch of the great mechanical inven-

tions, prevented any notable expansion of consnmptiun of
silk goods, and rendered them quite unable to resist the

competition of the younger and more enterprising cotton

industry, which, after the introduction of colour printing
early in the nineteenth century, was enabled to out-nmiptae
silk in many markets.

Even in the coarser silk fabrics where weaving machinery
was successfully applied at an early date, the slow progress
in "throwing" greatly retarded the expansion of this trade,
and after the repeal of the duty on imported silk in i8j<
the number of throwing mills was still quite iua<lrr]unti! to

keep pace with the demands of the weavers, 1

Subsequent
improvements in throwing mills, ami the application of tin?

ingenious weaving machinery of Jacquurd ami lati*r im-
provers, have given a great expansion to many bruwhes of
the trade in the last fifty years.
But the following statistics of the consumption of raw

and thrown silk from 1765 to 1844 indicate how slight and
irregular was the expansion of the trade in KnglanU (hiring
the era of the great inventions and the application of
the steam-motor, and how disastrously the duties upon
raw and thrown silks weighed upon this branch of
manufacture*

1

Torler, Prop-ess oftkt M*t/w, j, 2n>
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AVERAGE IMPORTATION. 1

Ibs.

715,000

881,000

1,110,000

2,119,974

1,475,389

1,088,334

1,686,659

1,922,987

1,848,553

2,027,635

2,329,808

2,441,563

Iba.

1823 2,468,121

1824 4,011,048
s

1825 3,604,058
1826 2,253,513
1827 4,213,153
1828 4,547,812

1829 2,892,201

1830 4,693,517

1831 4,312,330
1832 4,373,247

1833 4,76i,543

1834 4,522,451

1835 5,788,458

1836 6,058,423

1837 4,598,859

1838 4,790,256

1839 4,665,944
1840 4,819,262

In the linen industry the artificial encouragement given to

the Irish trade, which, bounty-fed and endowed with a mon-

opoly of the British markets, was naturally slow to adopt

new methods of production, and the uncertain condition

of the English trade, owing to the strong rivalry of cotton,

prevented the early adoption of the new machine methods,

Although Adam Smith regarded linen as a promising in-

dustry, it was still in a primitive condition. Not until the

very end of the eighteenth century were flax spinning mills

established in England and Scotland, and not until
^

after

1830 was powur-loom weaving introduced, while the intro-

duction of spinning machinery into Ireland upon a scale

adequate to supply the looms of that country took place a

good deal later.

We see that the early experimental period in the cotton

industry produced no very palpable effect upon the volume

of the trade. Between 1700 and 1750 the manufacture was

the principle of free trade,

1 Selected from Porter, p. 218.

8 In 1824 Mr. Huskisson introduced me principle u* nc<= L .

securing a reduction of the duties on raw and thrown silks, and in 1825,

1826 considerable further reductions were made. (Cf, Ure, Philosophy

of Manufacture, p. 454, etc,) But protection of English bilk manu-

factured goods was maintained until the French Treaty of iSGo.
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stagnant,
1 The woollen manufacture, owing largely to

the stimulus of the fly-shuttle, showed considerable expan-
sion. The great increase of cotton production in 1 770-90
measures the force of the mechanical inventions without the

aid of the new motor. The full effects of the introduction

of steam power were retarded by the strain of the French

war. Though 1800 marks the bvginnintf of a large con-

tinuous expansion in both cotton and woollen manufactures,
it was not until about 1817, when the new motor had estab-

lished itself generally in the large centres of industry and
the energy of the nation was called back to the arts of

peace, that the new forces began to fully manifest their

power. The period 1840 onwards marks the effect of the

revolution in commerce due to the application of the new
motor to transport purposes, the consequent cheapening of
raw material, especially of cotton, the opening up of new
markets for the purchase of raw material and for the sale of
manufactured goods. The effect of this diminished cost of

production and increased demand for manufactured goods
upon the textile trades is measured by the rapid pace of the

expansion which followed the opening of the early English
railways and the first establishment of steam-ship traffic.

8, The development of the textile trades, and that of
cotton in particular, arose fiom the invention of now
machinery. This machinery was quickened and Hindered
effective by the new motor. The iron trade in its develop-
ment presents the reverse ordur. The discovery of a now
motor was the force which first gave it importance. The
mechanical inventions applied to producing iron were
stimulated by the requirements of the new motor*

In 1740 the difficulty of obtaining adequate supplies of
timber, and the failure of attempts to utilise pit-coal, had
brought the iron trade to a very low condition, According
to Scrivener, at this time "the iron trade seemed dwindling
into insignificance and contempt."

2

The earlier steps in its rise frum this degradation are
measured by the increased application of pit coal and the
diminished use of charcoal.

The progress may be marked as follows :

J
Cf. Ure, History ofthe Cotton Manufacture^ vol. i, p. 223.8
Scrivener, History ofthe Iron Trade, p. 56.
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(1) The application of Watt's earlier improvements upon
Newcomen's engines, patented 1769, was followed by a rise

in the average output for furnaces worked with charcoal

The average output of 294 tons in 1750 was increased to

545 tons in 1788,

(2) The substitution of coke for charcoal proceeding
pari passu with improved methods of smelting yielded an

average output for coke-fed furnaces of 903 tons in 1788,
To this epoch belong also Cort's inventions for puddling
and rolling (patented 1783-84), which revolutionised the

production of bar-iron.

(3) The introduction of Watt's double-power engine
in 1788-90. In 1796 the production of pig-iron was double
that of 1788, and the average output per furnace raised to

1048 tons,

(4) The substitution of hot for cold blast in 1829,

effecting an economy of coal to the extent of 2 tons 18

cwt, per ton of cast-iron.

(5) The adoption of raw coal instead of coke in 1833,

effecting a further reduction of expenditure of coal fiom

5 tons 3j^ cwt to 2 tons 5j^ cwt. in producing a ton of

cast-iron.

These were the leading events in the establishment oF

the iron industry of this country. The following table

indicates the growth of the production of English iron from

1710 to 1840:
Year.

1740

No. of Furnaces, Averse Output.
Tons.

1796
1806

1825

1828

59

131

294

Total Produce.
Timfl.

17,350

(261 in blast)

365
(277 in blast)

1048
1546
2328

135,079

258,206

703,184

2530

3593 1,347,790

Here we see that economy of power rather than improved
machinery is the efficient cause of the development of

industry, or more properly, that economy of power pre-
cedes and stimulates the several steps in improvement of

machinery,
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The substitution of coke for charcoal and the application

of steam power not merely increased enormously the

volume of the trade, but materially affected its localisation.

Sussex and Gloucester, two of the chief iron-producing

counties when timber was the source of power, had shrunk

into insignificance by 1796, when facilities of obtaining coal

were a chief determinant, By 179^ it is noteworthy that

the four districts of Stafford, Yorkshire, South Wales, and

Salop were to the front.
m 9

The discovery of the hot blast and substitution of raw

coal for coke occurring contemporaneously with the opening
of railway enterprise mark the new interdependence of

industries in the age of machinery.

Iron has become a foundation upon which every machine-

industry alike is built. The metal manufactures, so small

in the eighteenth century, attained an unprecedented growth
and a paramount importance in the nineteenth.

The application of machinery to the metal industries has

led to an output of inventive genius not less remarkable in

this century than the textile inventions of the eighteenth

century.
" In textile manufacture it was improved machinery that

first called for a new motor; in metal manufacture it was
the new motor which rendered necessary improved
machinery. , . . For all modern purposes the old handi-
craft implements were clearly obsolete. The immediate
result of this requirement was the bringing to the front a
number of remarkable men, Brindley, Smeaton, Maudsley,
Clements, Bramah, Nasmyth, etc., to supply mechanism of
a proportionate capacity and nicety for the new motive-
power to act upon and with, and the ultimate result was
the

adoption of the modern factory system in the larger
tool-making and engineering workshops, as well as in metal
manufactories proper. Thus there gradually grew up,"
says Jevons, "a system of machine-tool labour, the substi-
tution of iron hands for human hands, without which the
execution of engines and machines in their present perfec-
tion would be impossible."

1

In the later era of machine development an accumulative

P> l64 ''
cf' abo^l Marx

'
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importance is attached to the improvements in the machine-

making industries. The great inventions associated with

the names of Maudsley and Nasmyth, the cheapening of

steel by the Bessemer process, and the various steps by
which machines are substituted for hands in the making
of machinery, have indirect but rapid and important effects

upon each and every machine-industry engaged in produc-
ing commodities directly adapted to human use. The
economy of effort for industrial purposes requires that a

larger and larger proportion of inventive genius and enter-

prise shall be directed to an interminable displacement of

handicraft by machinery in the construction of machinery,
and a smaller proportion to the relatively unimportant work
of perfecting manufacturing machinery in the detailed pro-
cesses of each manufacture engaged in the direct satisfaction

of some human want.

A general survey of the growth of new industrial methods
in the textile and iron industries marks out three periods of

abnormal activity in the evolution of modern industry. The
first is 1780 to 1795, when the fruits of early inventions are

ripened by the effective application of steam to the machine-

industries. The second is 1830 to 1845, when industry,

reviving after the European strife, utilised more widely the

new inventions, and expanded under the new stimulus of

steam locomotion. The third is 1856 to 1866 (circa\ when
the construction of machinery by machinery became the

settled rule of industry.

9. Bearing in mind how the invention of new specific

forms of machinery in the several processes of manufacture

proceeds simultaneously with the application of the new

motor-power, we find ourselves quite unable to measure the

amount of industrial progress due to each respectively. But

seeing that the whole of modern industry has thus been
set upon a new foundation of coal and iron, it is obvious

that the bonds connecting such industries as the textile and
the iron must be continually growing closer and stronger.

In earlier times the interdcpcndcncy of trades was slight and

indirect, and the progress in any given trade was almost

wholly derived from improvements in specific skill or in

the application of specific mechanical invention. The
earlier eighteenth century did indeed display an abnormal

activity in these specific forms of invention. For examples
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of these it is only necessary to allude to Lombe's silk

mill at Derby, the pin factory made famous by Adaix

Smith, Boulton's hardware factory at Soho, and the

renowned discoveries of Wedgwood. But all increased

productivity due to these specific improvements was but

slight compared with that which followed the discovery of
steam as a motor and the mechanical inventions rendering
it generally applicable, which marked the period 1790 to

1840. By this means the several specific industries were
drawn into closer unity, and found a common basis or

foundation in the arts of mining, iron-working, and engin-
eering which they lacked before.

From these considerations it will follow that the order in

which the several industries has fallen under the sway of

modern industrial methods will largely depend upon the

facility they afford to the application of steam-driven

machinery. The following are some of the principal charac-
teristics of an industry which determine the order, extent,
and pace of its progress as a machine industry:

(a) Siw and complexity of Structure*-->'V\\v importance of
the several leading textile manufactures, the fact that some
of them were highly centralised and already falling under
a factory system, the control of wealthy and intelligent

employers^
were among the chief causes which enabled the

new machinery and the new motor to be more quickly and
successfully applied than in smaller, more scattered, and
less developed industries.

(b) Fixity in quantity and character of demand. -Perfec-
tion of routine-work is the special faculty of machine-
production. Where there is a steady demand for the same
class of goods, machinery can be profitably applied. Where
fashion fluctuates, or the individual taste of the consumer is

a potent factor, machinery cannot so readily undertake the
work. In the textile industries there are many departments
which machinery has not successfully invaded. Much lace-

making, embroidery, certain finer weaving is still done
by human power, with or without the aid of complex
machinery. In the more skilled branches of tailoring,
shoe-making, and other* clothing trades, the individual
character of the demand /.ft, the element of irregularity
has limited the use of machinery. A similar cause retains
human motor-power in certain cases to co-operate with
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and control complex machinery, as in the use of the sewing-
machine.

Uniformity of demand is a first essential of that

"standardisation" which enables a process to be performed

by machinery. In many industries where mechanical

methods have made great advance, complete standardisa-

tion remains impracticable. "There is some doubt as to

the possibility of standardising ships, at least to such an

extent as we have already attained in building bridges,

railway engines, and stationary engines. A modern

steamship is a much more complex agency than a bridge

or a locomotive engine, and while standardising may apply

much more largely than is at present the case in the pro-

duction of certain features, it is certain that a present

practice of standardising does not generally prevail in the

manufacture of hull and ship-machinery, except as ships

are built to a standard for record and to come under low

rates of insurance.1

(c) Uniformity of material and of the processes ofproduc-

tion. Inherent irregularity in the material of labour is

adverse to machinery. For this reason the agricultural

processes have been slow to pass under steam-power,

especially those directly concerned with work
on^

the soil,

and even where steam-driven machines are applied their

economy, as compared with hand labour, is less marked

than in manufacturing processes, To the getting of coal

and other minerals steam and other extra-human power has

been more slowly and less effectively applied than in dealing

with the matter when it is detached from the earth, The

displacement of a less uniform material, wood, by the more

uniform steel for building-structures, railroad cars, barges,

ships, furniture, etc., marks a great advance for machine-

production.

(d) Durability of valuable properties. -The production

of quickly perishable articles being of necessity local and

immediate demands a large amount of human service

which cannot economically be replaced or largely aided by

machinery. The work of the butcher and the baker have

been slow to pass under machinery. Where butchering has

become a machine-industry to some extent, the direct cause

* Chapman, Foreign Competition, p. 106.
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has been the discovery of preservative processes which
have diminished the perishability of meat. So with other

food industries, the facility of modern means of transport
has alone enabled them gradually to pass under the con-

trol of machinery. Until quite recently cakes and the

finer forms of bakery were a purely local and handicraft

product.

(e) Ease or simplicity of labour involved. Where abund-
ance of cheap labour adequate to the work can be obtained,
and particularly in trades where women and children are

largely engaged, the development of machinery has been

generally slower. This condition often unites with
(ft) or

(c) to retain an industry in the "domestic" class. A large
mass of essentially

u
irregular" work requiring a certain

delicacy of manipulation, which by reason of its narrowness
of scope is yet easily attained,, and which makes but slight
demands upon muscular force or intelligence, has remained
outside machine-production. Important industries contain-

ing several processes of this nature have been slower to fall

into the complete form of the factory system. The slow

progress of the power-loom in cotton and wool until after

1830 is explained by these considerations. The stocking-
frame held out against machinery still longer, and hand
work still plays an important part in several processes of

silk manufacture. Even now, in the very centre of the

factory system, Bolton, the old hand-weaving is represented
by a few belated survivors.1

(/) Skilled Workmanship, High skill in manipulation
or treatment of material, the element of art infused into

handicraft, gives the latter an advantage over the most
skilful machinery, or over such machinery as can economic-

ally be brought into competition with it In some of
the metal trades, in pottery and glass-making thurc are

many processes which have not been able to dispense
with human skill. In these manufactures, moreover,
more progress is attributable to specific inventions than
to the adoption of the common machinery and motor-
power which are not largely available in the most important
processes.

10. The new industrial forces first applied to the cotton

1
Schulze-Gaevernitz, p. 140.
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spinning of South Lancashire, and rapidly forcing their

way into other branches of the textile manufactures, then

more gradually transforming the industrial methods of

the machinery, hardware, and other staple English manu-

factures, passed into the Western Continent of Europe
and America, 1

destroying the old domestic industry and

establishing in every civilised country the reign of steam-

diiven machinery. The factors determining the order and

pace of the new movement in the several countries are

numerous and complex. In considering the order of

machine-development, it must be remembered that the

different nations did not start from an equal footing at

the opening of the age of great inventions. By the begin-

ning of the eighteenth century England had established

a certain supremacy in commerce. The growth of her

colonial possessions since the Revolution and the drastic

and successful character of her maritime policy had enabled

her to outstrip Holland, Although, as we have seen, the

actual amount of foreign trade done in the eighteenth

century by the most advanced commercial nations bore a

very small proportion to their domestic trade, the expansion
of England's export trade in textiles was so rapid as to play
an important part in stimulating not only the new machine

processes in these trades, but indirectly the development
of iron and shipbuilding. In 1729 by far the greater part
of the Swedish iron exported from Gothenburg went to

England for shipbuilding purposes,
2 At the close of the

seventeenth century Gregory King placed England, Hol-

land, and France at the head of the industrial nations with

regard to the productivity of their labour.* Italy and

1 "It was not until about 1840 that the factory method of manu-
facture extended itselt widely to miscellaneous industries, and bugan
rapidly to force from the maikets the hand-made products whh
which every community had hitherto chiefly supplied itself. It

seems probable that until about the year 1850, the bulk of general

manufacturing done in the United Stales was carried on in the

shop and the hmi^huli!, by the labour uf the family or individual

proprietors, with apprentice assistance," (Twelfth Ccnsttv, vol. vii.

4
Veats, Tht Gwwth and rfa'stitwits of Comment* p, 284.

3 The average income fur England in 1688 he puts at fl i8s.
;

for Holland, %8 is. 4d.; France, ,6~p, 47. Such an estimate,

however, has little value.
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Germany were little behind in the exercise of manufacturing

arts, though the naval superiority and foreign possessions

f the above-named nations gave them the commercial

superiority. By 1760 England had strengthened her posi-

tion as regards foreign commerce, and her woollen industry

was the largest and most highly-developed industry in the

world. But so far as the aits of manufacture themselves

were concerned there was no such superiority in England
as to justify the expectation of the position she held at the

opening of the nineteenth century. In many branches of

the textile arts, especially in silk spinning and in dyeing, in

pottery, printing, and other manufactures, more inventive

genius and more skill were shown on the Continent, and

there seemed priori no reason why England should out-

strip so signally her competitors.
The chief factors in determining the order of the develop-

ment of modern industrial methods in the several countries

may be classified as natural, political, economic.

(a) NATURAL, (i) The structure and position of the several

countries. The insular character of Great Britain, her

natural facilities for procuring raw materials of manufacture

and supplies of foreign food to enable her population to

specialise in manufacture, the number and variety of easily

accessible markets for her manufactures, gave her an immense

advantage. Add to this a temperate climate*, excellent in-

ternal communication by river (or canal), and an absence
of mountain barriers between the several districts. Those

advantages were of greater relative importance before steam

transport, but they played a large part in facilitating the
establishment of effective steam transport in England.
Extent of sea-board and good harbourage have in no small
measure directed the course of modern industry, giving to

England, Holland, France, Italy an advantage which the

levelling tendency of modern machinery has not yet been
able to counteract The slow progress of Germany until

recent years, and the still slow progress of Russia, is

attributable more to these physical barriers of free communi-
cation, internal and external, than to any other single cause
that can be adduced. Inherent resources of the soil,

quality of land for agriculture, the proximity of large sup-
plies of coal and iron and other requisites of the production
of machinery and power rank as important determinants
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of progress, The machine development of France in

pailicular II.TJ buun retarded by the slow discovery of bur
natural areas of manufacture, the districts where coal and
iron liu near to one another in easily accessible supply.
The same rrmaik applies to (Jerniany and to the United
States, At the* close of last century, when the iron trade of

England was rapidly advancing, the iron trade of France
was quite insi.'jnifieunt, and during the earlier years of the

nineteenth century thr: progn-js was extremely slight.
1

(2) Jfttre and iVntuwa? Character. Closely related to

climate and soil, these qualities of race are a powerful
directing influence in industry. Muscular strength and

endurance, yielding in a temporal** rlimate an even con-

tinuity of vigorous effort ; kern xest of material comfort

stimulating invention and entt?rprise ; acquisitiveness, and
the love of external display; the moral capacities of industry,

truth, orderly co operation ; nil these are leading factors dn-

terminiug the ability ami inclination of the several nations

to adopt new industrial methods, Moral qualities iu

English workmanship have indisputably played a large

part in securing her supremacy,
UA JJritish trade znuik

was acvepteil as* a guarantee of excellence, while the pro-
ducts- of other countries were viewed with a suspicion

justified by experience of their comparative inferiority."
tt

The more highly civilised nations have thus gained by this

civilisation, ami have wHlfnud tlij (listantut which s^paraU'S
tlumi from tin: luss riviliM-d. lCn;\l;iiul, I'Vuncii, (lermany,
Holland, nml the l

r nile<l StnteH ant in wealth and in

industrial uii'thnds far more widely rriunverl from Spain and
KtiMHia than wns the eiist? a hunilre<l yeats ao.

(//)
Torj'i'rcAio --Staireraft has played an important part

in di:l*:rminmg the ordi:r anil pnee of industrial
progress,

The possession of numerous cohmitis and otlwr political

aiMc.hni(*nts in diffen-nt parts of the world, comprising
a large

variety of material resournjs, gave to Knglrmd, and in a less

imusuni to l'VaH:t:, Holland, Spain, a great advantage*
The tyrannical uHtt those nations made of their colonies for

1 In iSiollu 1 (ntnl pindun^wus l/t<i,<X)0 tuns.

, 1824 >, ,1 ,1 iM,ox>
(SrrivtMirr, U\\fory$ftht l*w 7m,fft p, .

Vuit, (twiMfttwJ rifiwtutfa of t'wnmme, p,
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the purpose of building up home manufactures enabled
them to specialise more widely and safely in thoso indus-

tries to which the new methods of production were fir hi

applied. Even after the North American colonies hroku

loose, the policy of repression England had applied to

their budding manufactures enabled her to retain to a

large extent the markets thus created for lu:r manufartuml
goods.
The large annexations England made during the eigh-

teenth and early nineteenth centuries gave her a monopoly nf

many of the finest markets for the purchase of raw mnt'ria!.s
and for the sale of manufactured goods, Th<; large demand
thus established for her textile and metal wares served nut
only to stimulate fresh inventions, but csnaltlccl her to
utilise many improvements which could only be profitably
applied in the case of large industries with secure ami
expanding markets.

But the most important factor determining the priority of
England was the political condition of continental KuwiMt
at the very period when the new machinery and motor-
power were beginning to establish confidence in the? new
industrial order. When Crompton's tmile, (tolwright'M
power-loom, Watt's engines were transforming the indu-frv
of England, her continental rivals lind nil their enrr ..... ;

absorbed in wars and political revolution;;. Tint I'nitnl
States and Sweden were the only commercial nations of any
significance who, being neutral, obtained a 1,-irL'n elirvrt

t
g
h
a
^mm

m
n ^ ^"W ?** YCit K^"*!, "' qtltf !'

the immense drain of blood and money she.- sustained, unik rthe momentum of the new motor-power far outstripped |j lf
.

rivalry of such states. Though she had to my a lr- vv
price for her immunity from invasion, fau ibm/w WH -

iiVl

Until 1820 she had thu game in her own

ruthlessly applied to maintain prices at a hiirhlv renmt , r
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years elapsed before they were able to compete effectively
with England- Switzerland was the first continental country
to actively adopt the new methods. The large supply of

water-power stood her in good stead, and the people took
more willingly to the factory system than in other countries. l

France_was slower in her development, in spite of the strong
protecMve system by which she strove, though not very
successfully, to exclude English cotton goods. The fall of

English prices and profits in the cotton trade between 1820
and 1830 marks clearly the breakdown of the English
monopoly before the cheap labour of Alsace and the cheap
raw material of the United States, now organised in the

factory system with the new machinery.
2 In this, the most

advanced trade, the world-competition which now is operative
in a thousand different industries, measuring and levelling
economic advantages, first clearly shows itself, and in 1836
Urc finds the continental nations and America competing
successfully with England in markets which had hitherto

been entirely her own.

(c) ECONOMIC CONDITIONS. The transformation of Eng-
lish agriculture, the growth of large farms, drove great
numbers of English peasants into the towns, and furnished

a large supply of cheap labour for the new machinery.
This movement was accelerated by the vices of our land

tenure. In France and Germany, where the agricultural

workers had a stronger interest and property in their land,

they were less easily detached for factory purposes. But
in England, where the labourer had no property in the land,

reformed methods of agriculture and the operation of the

Poor Law combined to incite the large proprietors and
farmers to rid themselves of all superfluous population in

the rural parts and accelerated the migration into the towns.

1 Schulzc-CiacvernitZj Dtr Grossletrifl* p. 48.
9

Kllifton, History ofthe Coiton Ttatte, presents the following interest-

ing table (yarn, 40 hanks to the Ib.) :

1882,

s. d.

o ioi

07*
o 3!
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Here the population bred with a rapidity hitherto unknown.

The increase of population in England and Wales during

the thirty years fiom 1770 to 1800 is placed at i.OS'hSV*

or 27 l per cent, while during the next thhtyywiiK, i.Soo

to 1830, it amounted to 5,024,207, or 56 J per cent. 1 This

large supply of cheap labour in the towns enabled the

Lancashire and Yorkshire factories to grow with rtarllii^

rapidity. The exhaustion left by the Napoleonic wars, the

political disorder and insecurity which prevailed on the

Continent, retarded until much later the effective competi-
tion of other European nations who were behind England
in skill, knowledge, and the possession of markets. The
American manufactures which had sprung up after the

revolution had made considerable strides, but the conrju.st
and settlement of vast new areas of land, and the imrwjiw
facilities afforded for the production of raw material, rrlardwl
their rate of growth until long after the opening of this

century. It was, indeed, not until about 1845 that the
cotton manufacture made rapid strides in the United Ktnli.%

During the twenty years previous the progress hat! br'on

very slight^ but between 1845 and 1859 a very mtatanli.'il

and, making allowance for fluctuations in the cottun crops,
a very steady growth took place.

2

Another great economic advantage which nsHi'.fn! Kn;*
land was the fact that she, more than any other KunijjKnj
nation, had broken down the old industrial onlor, with it.4

guilds, its elaborate restrictions, and conservative methods
Personal freedom, security of property, liberty lo uork aiuj
live where and how one liked, existed in Knglaml to an
extent unknown on the Continent before tlus Knwh Krvo-
lution. The following account of the condition of ih,
cotton manufacture in Germany in the chlisiiit!i

?faSSJf "ft* **<* to the nrftrni.,,1
of industry: "Everything was done by ruli% Siitcame under public inspection, and the yarn v^ rlS
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the right of dealing in cotton goods was confined to the

confraternity of the merchant guild: to be a master-weaver
had almost the significance of a public office. Besides
other qualifications, there was the condition of a formal

examination. The sale also was under strict super-

vision; for a long time a fixed price prevailed, and a
maximum sale was officially prescribed for each dealer.

The dealer had to dispose of his wares to the weaver,
because the latter had guaranteed to him a monopoly of

the export trade." 1

Under such conditions the new machine-industry could
make little advance. Excepting in the case of the woollen

industries, England had for the most part already shaken
off the old regulations before 1770. In particular, the
cotton trade, which was in the vanguard of the movement,
being of recent growth and settling outside the guild towns,
had never known such restrictions, and therefore lent itself

to the new order with a far greater facility than the older

trades, Moreover, England was free from the innumerable
and vexatious local taxes and restrictions prevalent in

France and in the petty governments of Germany.
Although the major part of these foolish and pernicious

regulations has been long swept away from Germany and
other continental nations, the retarding influence they
exercised, in common with the wider national system of

protection which still survives, kept back the cotton

industry, so that in Germany it still stands far behind its

place in England.
2

The following figures show how substantial was the lead

held by England in the cotton manufacture a little before
the middle of the century.

1
Schulze-Gaevernitz, Der Grossbetneb^ p. 34.

3 In 1882 42 per cent, of the German textile industry was still con-
ducted in the home or domestic workshop, while only 38 per cent, was
carried on in factories employing more than 50 persons. More weavers
were still engaged with hand-looms than with power-looms, and the
latter was so little developed that the hand -loom could still hold its own
in many articles. Knitting, Lice-making, and other minor textile indus-
tries are still in the main home industries, (Social Peace* p. 113,)
"While in England in 1885 each spinning or weaving mill had an
average of 191 operatives, each spinning mill in Germany in 1882

employed an average of 10 persons only." (Brentano, Hours* Wages,
and Production^ p. 64.)
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NUMBER OF SPINDLES WORKING IN COTTON MILLS IN I84&
1

Spindles.

England and Wales , . 15,554,619
Scotland 1,727,871
Ireland 2i5)53
Austria and Italy .... 1,500,000
France 3,500,000

Belgium 420,000
Switzerland . , . 650,000
Russia 7,585,000
United States .... 3,500,000
States of the Zollverein , , 815,000

35467,993

Making due allowance for the necessary inexactitude of
such a table, it remains reasonable to suppose that Great
Britain in the middle of the century was doing half the
cotton spinning for the civilised world.

Lastly, the national trade policy of England was of

signal advantage in her machine development. Her early
protective system had, by the enlargement of her carrying
trade and the increase of her colonial possessions, laid the
foundation of a large complex trade with the more distant

parts of the world, though for a time it crippled our

European commerce. While we doubtless sacrificed other
interests by this course of policy, it must be generally
admitted that cc

English industries would not have advanced
so rapidly without Protection*" 2 But as we built up our

manufacturing industries by Protection, so we undoubtedly
conserved and strengthened them by Free Trade first, by
the remission of tariffs upon the raw materials of manufacture
and machine-making, and later on by the free admission
of food stuffs, which were a prime essential to a nation
destined to specialise in manufacture. France, our chief
national competitor, weakened her position by a double
protective policy, not merely refusing admittance to foreign
manufactures in her markets, but retaining heavy duties

upon the importation of foreign coal and iron, the founda-
tional constituents of machine-production. This protective
policy, adopted by nations whose skill, industry, and natural
resources would have rendered them formidable competitors

1
Ure, Philosophy ofManufacture p. 515.

a
Toynbee, Industrial Revolution, p. 79.
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to English manufacturers, has hindered considerably the

operation of those economic forces which impel old and

thickly-peopled countries to specialise in manufacture and
trade, and so has retarded the general development of
modern machine-production. But while protective tariffs

indisputably operate in this way, it is not possible to

determine the extent of their influence. In a large

country of rich resouices a high degree of specialisation
in manufacture is possible in spite of a protective policy.
The pressure of high wages is an economic force more
powerfully operative than any other in stimulating the

adoption of elaborate machinery.
1 Both in the textile and

the iron industries the United States present examples of

factory development more advanced even than those of

England. Certain processes of warping and winding are

done by machinery in America which are still done by hand
labour in England.

2 The chain and nail-making trades,
which employ large numbers of women in South Stafford-

shircj and Worcestershire, are conducted more cheaply
by machinery in America. 3

Moreover, the high standard
of living and the greater skill of the American operatives
enables them to tend more machines. In German
factories a weaver tends two, or rarely three looms; in

Lancashire women weavers undertake four, and in Massa-
chusetts often six looms, and sometimes eight.

4

Thus we see how the new industrial forces were deter-

mined in the order of their operation by the character and
conditions of the several countries, their geographical posi-
tion and physical resources, the elements of racial character,

political and industrial institutions, deliberate economic

policies, and, above all, by the absorbing nature of the

military and political
events contemporary with the outburst

of inventive ingenuity. The composition of these forces

determined the several lines of less resistance along which
the new industry moved.
The exact measurement of so multiform a force is

1 The highly elaborate American machine industry of watch-making
is a striking example of this influence of high wages. Cf. Schulze-

Gaevenutz, Sofia/Peace, p 125.
a
Schoenhof, Economy of High Wagts, p. 279.

8
/&#., pp, 225, 226,

4 Schulze-Gaevemitz, p. 66 (note). This six and eight-loom weaving
iSj however, at a lower speed.
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impossible. It seems desirable, however, to make some com-

parative statement of the level of modern industrial develop-
ment attained by the chief civilised nations of the wen Id.

With this object certain ciiteria of material progicss have
been selected, the principal branches of the mining industry,
the iron and steel trade, and the most important of the
textile trades; transport is best repiesented by the statistics

of railroads and shipping. In regard to the true industrial

development of a country, consumption is, however, in

reality more instructive than production; we have therefore

added certain figures measuring the comparative consump-
tion of certain staple commodities by the chief industrial

nations. Finally, a selection has been made of comparative
statistics ofoccupations made from recent official publications
of the Board of Trade. The appended tables and dia-

grams, however, will serve to indicate (i) the comparative
development of the chief industrial nations in certain

leading branches of industry and of consumption; (4) the
absolute size of certain national industries :

COMPARATIVE TABLE, PRODUCTION AND CONSUMPTION.*

(Per caput of the respective populations^

United Kingdom
Russia .

U.S.A.

Austria-Hungary
France

Italy .

Germany
Belgium

6.*

0.6

3-9

1-7

4-r

'7
3-9

10.5

5-aS

25.53
4.06

6.4

6.03

O.I2

UOI4
0.17

O.Oj
0.04

0.1 1

O.IU

ill

350
i*15

274

223

200

41*
0.14

1

39
,*

20
<l

10

9
M
II

1 Selected from Table in Cd. 1761, xxviii.
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GHOWTH ov WORLD'S PRODUCTION OF

COAL. Quantity of tons produced in 1900:
Grwit Britain ... ... 252,000,000
U.S.A. ... ... 270,000,000
Get many ... ... 165,000,000
France *.. ... 37,000,000
Austria ... ... 43,000,000

Belgium ... ... 2^,000,000

Japan ... ... 8,000,000

STEEL. Quantity of tons pinclurcd in 1901:
Great Britain ... ... 4,904,000
U.S.A. ... ... 13,474,000

Germany ... ...

France ... ..

Austria ... .,,

Belgium ... .,,

3 Riitish Industries undu /V^? V'/tetJe

Fisher Unwin. "
Including lignite.

3 Total production in 1890; not increase over the decade.

6,394,000

1,425,000

1,500,000

<>53>ooo

Ilmnlrl Cox), p. 351.
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SHIPBUILDING, Tonnage of vessels of 100 tons and over,
built 1900, as recorded in Lloyd's Register Book:

U.K. ... ... 1,459,407
U.S.A. ... ... 297,031

Germany ... ... 211,850
France . . ... 101,318
Austria ... . . ^4)945

Belgium and Holland ... 3979,'i

Japan 13,335

MERCHANT NAVIES or THE CIIIF.F MARITIME NATIONS.

In millions of torn (steam and sailing tons

MERCHANT STEAMSHIPS OF CIIIKF NATIONS IN iyoi.

U.K.
British Possessions

Germany
U.S.A.
France

Norway
Italy

Japan

[Chiozza-Money, Ekmtntt # ikt fiscal question, pj>, itft,

420,72^

54^541
53t,i43

434,711



CHAPTER V.

SIZE AND STRUCTURE OF THE MODERN BUSINESS.

r. General measure ofgrowth of Business-structure.

2. Evidence of the relative Economy of large and small

Businesses in United States.

3. Testimonyfrom Great Britain^ Germany^ and France.

\ 4. Concentration in Transport Industry.

5. Concentration in Banking and Insurance.

6. Concentration in Distributive Processes.

7. Concentration in Agriculture.
8. Survival of small Farms*

9. Summary ofmechanical tendencies.

$ 10. Economies of Productive Power in large Businesses.

jj
ii. Economies of Competitive Power.

\ 12. SurviTal ofsmall Businesses.

13. The morbid survival ofsmall Sweating Businesses.

\ 14. General Summary ofthe offosed tendencies.

15. The typical magnitude ofa Business.

i. How far can we trace in modern industry a general

tendency to the formation of larger business-units in which

capital plays a relatively more important part than labour,

and which tend to displace competition by various forms of

trade agreement or by amalgamation ?

Of the growth in the size of businesses, the increasing

importance of capital, and the diminishing number of

businesses in a trade, we have statistical evidence relating

to certain fields of industry.

The largest mass of evidence is presented in the Com-

parative Summary taken of the Twelfth Census of the

United States relating to manufactures. We have there a

comparison of the general conditions of manufacturing

development during recent decades and of the several

departmental and local divisions of manufacture, Although
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ceitain changes in modes of enumeration on the one hand,

and difficulties of accurate ascertainment on the other hand,

impair the exactitude of the resulis,
1 these crrois are not

large enough to invalidate the general results of the investi-

gation.

IQOO 512,191 $9,813,834,310 5.30ti,i43 $13,000,149,159

1800 355405 6,525,050,759 4,251,535 9i373,37K,S43

1880 253,852 2,790,272,606 2,732,595 5,369,579,191

From this table it appears that in the United States the

average size of a business alike in capilal and labour is

growing, that the factor of capital is growing faster than

that of labour, while the value of the product though larger

per business unit 2
barely keeps pace with the growth of

labour and falls far short of the growth of capital

It is quite evident that these figures do not support any

general judgment of the rapid conccnliatkm uf capital

Throughout the manufacturing industries of America,

Bearing in mind the growth of industrial combination

which has given a few huge businesses command of a

large proportion of the market in many manufactures, we
must recognise in this growth of the numhur of separate

establishments, a growth twice as fast a* that of the

American population,
3 a sinking proof of the increase of

small manufacturing establishments.

2. If in the group analysis of manufactures 4 we turn to

the groups where capitalist methods have made most
advance, the textile, food, iron, steel and metal industries,

1
Comparisons between the Censuses of 1890 and 1900 are more

valid than those between iSSoand 1890, especially nt regard*; capital.A new method of computing the number uf employees in lyoo results
in some variation of the aveiage numbers as hetwt'LMi tin* I wo censuses.
Moreover, classes of "overseers and foremen" iucluticil in 1800 are
excluded from "wage-earners" in 1900.a The total number of manufaclming establishments increased liy
loi.S per cent, between 1880 and 1900, while the total value of the
product increased 142.2 per cent.

3 PERCENTAGE OK JNCRRAKK.

1890101900 . 20.7 ... 44.1
iSSotoiSgo ... 24.n ,4 Abstract of the Twelfth Census, Table t$6
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leather, paper and printing, chemicals and vehicles, we
still find that, while the amount of capital per business is

considerably greater, and the amount of labour somewhat

greater, the aggregate increase of establishments grows at

least as fast as the population (except in the leather trades),
while the growth of the value of the product, though some-
what greater than the growth in the number of businesses,
fails in every such group to keep pace with the growth of

capital,

In these pre-eminently capitalistic industries there is

overwhelming testimony to a strong survival and growth
of small plants as a counter-tendency to concentrativc

capitalism. The textile industries, to which machine-

industry and capitalist methods were earliest applied,
exhibit in a marked degree these cross-tendencies, as the

following statistics indicate :

Number of rn,^i No. nf Value of
Kst.'Lljli-,limiiit,.

LnpltlU Workers Tioiliut.

1900 30,048 $15366,604,058 1,029,910 $2,273,880,877
1890 if>,K47 1,008,050,268 824,138 1,636,197,191
1880 14,137 59-4,932,734 710,493 1,171,165,325

If instead of taking the entire area of the United States

we confine ourselves to the North Atlantic division, which
contains the largest proportion of developed manufactures,
there is no marked difference in the tendencies.

NuiuKr nf n,.:i,i No. of Value nf
KiUlilislmiLiiU. uiiai'U- Winkers. rioduci.

1900 204,265 $5,390,735i076 2,773,117 $6,498,058,774
i0o 162,796 3,548,288,553 2,317,736 4,896,743,650
l8Ko 112,680 1,719,212,222 1,692,016 3^06,053,580

Narrowing our inquiry yet further to the most manu-
factui ing of nil the States, Massachusetts, we still find that,

in spite of the large growth of capital per business, the

number of establishments grows apace, increasing in fact

faster than the number of employees, and exhibiting a,

smaller average valuu of product per business-unit.

Nuiu1)cr of r,,n;*i No. of Value of
Ksubli'.hiui>nt<i. t-ipitni. Wmkers. Pioilutt

1900 29,180 1823,26.1,387 49'M4
!rjo 26,923 630,032,341 447)370 888,160,403
1880 14,352 33iM8$ 352,255 631,135,284

Finally, if we accept Mr, Edwnnl Atkinson's analysis of
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the Census Jesuits relating to the typical manufactures of

textiles, boots and shoos, in Massachusetts, we have a
measure of the relative status of large and small establish-

ments, which is certainly unfavourable to the economy of
the former, indicating as it does the superior economy both
of capital and labour in the smaller plants.

TEXTILES, BOOTS AND SHOES.

Collective. Iinliviiln.il

No. of establishments ^078 2fl,io;>

Machinery and tools (per estab

Iishment)

Average number of workers

Average earnings

$76,400
iS6

9393
$1,528 . $2,500

io.*,7

Average product per person

Taking the manufacturing industries of the United States
as a whole, there seems overwhelming proof that no general
tendency exists favourable to the substitution of gu'at
factories for small workshops and home industry.
But in many particular industries, or branches of in-

dustries, the law of the economy of large establishments is

plainly operative. In the textile and shoe trades, n in

many others where the factory system has been fully do-

veloped, this system only absorbs a certain section of the

trade, leaving to smaller workshops or individual wm leers

much of the best and the worst work, the former
coii'iiiitinjr

in_ special orders or finishing processes where individual
skill and care are required, the latter in low-grade routine
work where "sweated" labour can undersell fiirtory
products.

If from such industries we turn to those which ans < n
tirely confined to factories we find strong testimony to thu
superior economy of large-scale production. Agricultural
implements, a typical American machine-industry, will servo
as an example. Here with an increasing capital and labwir
and a cut responding increase in value of product we linrt a

diminishing number of establishments.

AGRICULTURAL IMPLKMKNTS.

715 $157,707,951 4<l5te Jioi,*>jr,4aXtoo 910 I4S.313.W 3,27 8t27i&SI
1 880

i,WJ 63,109,^8 3fASfJo <i5/4cs486
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In almost all the industries connected with iron and steel
the metal and machine-making manufactures, the same
tendencies are visible; the number of establishments docs
not show any considerable increase, sometimes declines,
while both capital and product are much larger than
before.

The single great instance of iron and steel must suffice to
illustrate this truth.

IRON AND STEEL.

Valu^f
1900 668 $573)391,663 222,490 $803,965,273
1890 645 372,678,018 148,715 43,954348
1880 1,005 230,971,884 140,978. 296,557,685

Almost all departments of brass work, cutlery, foundry
supplies, hardware, the special iron and steel trades, jewellery,
musical instruments, sewing machines, fire-arms, shipbuild-

ing, come under this economy of large production; other
trades conforming in a very marked degree to the same law
are boots and shoes (factory products), bricks and tiles,

carriages and cars, chemicals, clocks, cooperage, leather,

saddlery, malt liquors, paper and wood pulp, pottery, soap
and candles, smoking tobacco, umbrellas.

3. In Great Britain, though no such large volume of

ordered testimony is available, a large variety of evidence

attests the operation of the same forces in the staple manu-
factures. In the fundamental textile and metal industries,

in milling, brewing, chemicals, the leather, glass} pottery,

paper and other machine industries, the size of a single

plant and still more the size of a business has been growing,

while the growth of the capital factor in the business

exceeds that of the labour factor. Under domestic textile

manufacture the value of the tools was, as a rule, equivalent

only to a few months' wages. In 1845 McCulloch estimated

that the fixed capital in well-appointed English cotton mills

amounted to about two years' wages of an operative.
1 In

1890 Professor Marshall assigns a capital in plant amount-

ing to about ;*oo, or five years' wages, for every man,

woman, or child engaged in a fully-equipped spinning mill8

The actual growth in the capital-size of a mill in the

1 Porter, Progress ofthe Nation, p. 216.

a
Principle ofEconomics (second edition), p, .282.
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typical modern industry, the cotton trade, is illustiafed by

the following estimate of the increase of the average number

of spindles and looms to a single factoiy between 1850 and

1885, though these figures take no account of the- increased

speed and efficiency of the machines:

Spin riles

1850 ... 10,858 ,.. 155

1885 ... I5>327 ... 213

Even these statistics do not fully represent the (arts, for

they include a considerable number of mills of the older

soit, where spinning and weaving aie carried on
together.

Taking the more highly specialised spinning mills in the

Oldham district, Dr. Schulzo-Gaevernilz found (i3yi) an

aveiage of 65,000 spindles per mill, while UK- latest con-

tained as many as 185,000, So also the av<-ni
t (

i! number of

power looms per mill in Noith Lancashire is pluml at 600,
the largest number in a single mill being 4,5^0.
The growth of joint-stock enterprise hurt; as clsuwhrre

has caused the size of the business to grow at a fur faster

pace than that of the single plant.
The brewing trade, which within the last two wncnitinns

has passed almost entirely into the "company*" bnsim'ss',
exhibits the concentrative tendency in a rennirkable di^rci;.
The following figures show the number !' common

breweis, or "brewers for sale," as they are crilk-d,

1850:

1860

1870

1890

In Germany the brewing iiulustty exhibits 11 shnilat

tendency to conccutiation, the number of brcwnii-s tit-

creasing from 1,400 in 1872 tu 1,050 in 1885, limngh a
large increase in production took place during this period,

1

The comparative statistics of the Industrial Censuses of
Germany in 1882 and 1895 throw light upon the broad

Cf. Ely, Monopottcji ami 7'm/j, p.
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tendencies in manufacture, showing that while the larger
businesses grow at a faster pace the small businesses by no
means tend to disappear, but on the contrary occupy an in-

creasing proportion of the population.
While the growth of the population in this period

amounted to 13.5 per cent, the comparative increase of

small, moderate, and large establishments was as follows:

iSSa. iSgg
Increase

Small establishments (i to percent

Spcisons) .. .. 2,457,950 3,056,318 243
Modcrate - sized establish-

ments (6 to 10 persons). . 500,079 833,409 66.6

Large establishments (10
to 50 persons) $9,623 1,620,848 81.8

While no figures measuring recent tendencies in France
are available, the Industrial Census of 1896 shows that "la

grande industrie" has not made any great advance in

general manufacture, Out of a total of 575,531 establish-

ments, 461,354, or four-fifths of the whole number, com-

prised not more than three employees, while the number
of great establishments with more than 500 employees
amounted to no more than 446.
The distribution over the three main branches of em-

ployment runs as follows :

Agriculture Industry Commerce
Veri.tint.ige. I'cicenUiKo, Percentage.

I to 4 wagc-camcis ... 92.09 ... 85.03 ... 90,00

510 50 ... 7-8'J ... 13-68 ... 9.82

SOtOSOO ... 0.02 ... I.3I ... O.l8

Over 500 ... ... 0.08 ...

100 10O 100

4. It is, however, not to manufacture but to transport

industry that we must look fur the most conspicuous results

of the concentrative influence of machinery. The substitute

of the railroad for the pack-wagon and the stage-coach, of the

steamship for the sailing-vessel, exhibits the largest advance
of modern capitalism. "The cost of a steamship is perhaps

equivalent to the labour of ten years or more of those who
work her, while a capital of about ^900,000,000 invested

in railways in England and Wale* is equivalent to the work
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of about twenty years of the 400,000 people employed on
them." 1 Tlic fact that all pnvat'-ly managed railroads,

steam or electric, are joint stuck enleipii.si-s, ami iliat Jill

sea-tran spoil, with the exception of a dimim'shin;.* piopoition
of the const and liver tiade, has adopted tin: Mime ivpically

rapitalist form, testifies to the concentrative tendency in

this department of industry.

8 5* Next to transport this dup;iilmeiU of busine.v, wlmus
the crmci'iitrativc forces are hi slnm^est and most funeral

operation is finance, usin^ that term to rover hanking and

insurance, stockhrokin;^ hill broking, and munuy lundiiiij;

of every kind.

These rnonetaiy busim"j,ses formed the rntdlt; of

modem capitalism: they \vcnr the eutliest to ;i*Inpt the

form of joint slock cntt'iprisif, and To assume an inter-

national area of operation, capita] expands in them out of

all relation to labour, and the advantage of ;t laue tapiiul
over a small capital is normally #\ cater than in any uliur

business operation,
The spread of an elaborate nedit system thrunj;hnut the

business world is in such <:lu.w connection witli improved
machinery of contmunicalion that tin; whole of modern
finance may bu considered to lest npun a mechaniraf basis.

lit the CM i -at ion and mobiln/ation of cutHit, by vvinMi the

j.;reul. mass of modern business ti;uis;idioir; is conducted,
the large financial business enjoys uu obvious snpetiiuily,

Large financial operations for ^overnwenLs and ioi in

dustrial corporations can only be undet taken by great
financial houses, and tlunigh dtitailcd local 01 trade know
ledj^ii may form the basis for the survival of the .small

money-liMider and the small broking linn, (he amount of

financial independence enjoyed by smaller films is always
diminishing so that they puss into tint ioim <i a^-ncicN 01

bzancJies of some grtjat finance company,
ISagchot, writing a Ktmcralion ngo, 4-m|ih;isised this

tendency: "A Urge bank always lends to bm>me larger,
and a HiiKiH bank to Uf*ome smaller*" Kincc* lt wtots tho

private bunk has largely disappeared in Great Biitain before

bankn, whthe j^reat joint stock bankn, whose branches spread all over

the country. The deposits in British batiks arc estimated to

Marshall (2ml ctl.)t p, aSj,
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have increased from ^350,00^,00 in 1875 to

in 1903, un increase of 147 per cunt, in -27 ycais.
1

tvveen i!\v
r

iJ anil 1903 the number of bunk offices has grown
from 2,ooS to Cssy j, ciiihely

due to the extension of branch

banking. Scotland, the rallies! country to develop a ^uneiul
use of baiil/m;j; laciiit'u i, exhibits iho cloiij&t concentration

of banking in!u ,lry. Jn iKX-j h" i,ari ten banks with 0,12

branches, in itiyfi ten^
banks with 1,015 Ranches. Jn

Kngland uinul^mnation is rapidly rxli'rnnnutin'j; jtrivato and

piopriiHory banks, liaiduy'ti Bank has Uik*ji ov<sr 24 other

l)usinussus, Parr's as many, whilii Lloyd's has abhoibud 315

other bunkin^hotiscis.
A similar concentration of iiiKiiranco business is evcry-

whure dihucrniblc. Nowliere is thu economic advantage of

a lav^c over a small capital so obvious as in the insuiuna:

business. The number of Aim-noun life insurance oftiots

has been si "udily diminishing during the last quarter of u

nuitury, tlu; smiill<ir number doinj; an iuinutnsdy Lir^-r
busini'ss, Iti 187,^ the number was 56, with an inroinu of

^118,396,502; and in 1897 tlu* number was 35, with an
inrouu; of $,{01,208, 17^

6.
r

rh<! i nnrontrativc forces in cinuini'nru uic II*SP easily

ast:erlaini:dj but, as ny^uds wholesale operations, there can
lui no (Unibt that an incivusin^ }tnijK)rtion of the distributive

business is passing inti^ UK; hands of large and I'.imvhi}',

linns. Over a mnsidrrablc ana of uholrsuit: tiudt; the

tner<:antil<! slaj.',*; has lu^cn eliminated, especially
t UK: ^txnls in <nu:stion am raw tnatcriuls or uniini>ht;d

'urcH, ICilher tlu; manufacturer purchases his

direct from t!u; producers by n^nlur process of

contract, or sets up producing plants of his own, as when;

jam wanufactuicis own fruit plantations or ironworks

acquire collieries. In many other cases the producer
supplies the retailer direct, as in the, case of most patent
or packet ^oods ami over a

kir^c part of the
clothing

businesses j or undertakes tlie entire wholesale ami ictail

(listribution, as do ccitain shoj factories collierii'S, etc.

Most ordinary articles of nmnufactute arc supplied today
directly from the faclurics to the retail* -is, Wht-u: tin;

wholesale merchant still remains as a distinct distributive

1 British /Wto/riVi, \\.
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stage, he is usually either an importer of fnici^n produce 01

a collector of foods and other puiishable home pioduce,
Such businesses partake moic and moic of a speculative

character, involving more largely the dement of n edit and

becoming in most instances an appanage oi I'mance. 1'or

successful business upon these lines, lai.^e capital is
essential,

and while the enormous giowth of tin* Commercial classes

in all countries attests the mass of business dune, this in-

crease is in clerks, agents, commeicial truvelli rs, ntc, not in

the number of employers.
The application of joint stock enterprise to retail

tiacling

goes on apace. Gigantic stores, lending to become "uni-

vei sal providers," like WhitcleyY* ami Itaikur's, or covering
a wide area of wants, like Maple':, or Hpitas & Pond,
spring up in the large cities, taking an increasing propnttion
of retail business. Other companies, mori; specialised,
extend their business through nmnuions branches, as in the

grocery and provision trades, milk, restaurants, fish, and

game trades. Jn some of these cases th<; retail companies
strengthen themselv<i by entering tbt: productive [n'ocessr'.s

of farming and manufacture; lur/re fn't|iit,:nlly the manu-
facturers themselves anjuire n:tail slon-s nr oprrale through
"tied" shops, as in the shur, jovvclleiy, tin* I luUicro trades

7. All general measurements of tin: i-onciMituilive forces

of capitalism as applied to aj;uculttnv ;tre extremely flifjkult

to compass.
In such countiies, however, as the United State's, where

agricultural machinery has been vt-ty hilly applie<I, it is

clearly established that Lint si/u and valun <>t fauns increase

in those departments uf a^iicultiin; wbrrc iiia<'hini;ry on
be most largely utilisixl, uiul tlut th<: rapiuil vnliii: of these

farms as well as thu value of the piotlnc! increases more

rapidly than the mcira.se of lalxMir employed upon them.
A careful monograph upon American agricuitme recently

published
1 shows that in the Nmth (Jential States, which

arc most largely devoted to field ciops, in lltu niUivalion (tf

which machmury is most developed, u considerable im icabt:

in the sisse of farms (incliidiii(* liniirovinl land only) hits

resulted, amounting to 26.4 per wait, for the decennium

1 The TnJlmnfG of farm Mnthinny MI t^wtbtiM Mi,t
II. \V, (^Luiiuluucu. Nov.
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1880-90, and 41.8 per cent, for the two decennia 1880-1900.
In other divisions of the United Status, where eitliei a large

multiplication of negro fanning, ensuant on the breaking of

plantations, has taken place, as in the South Atlantic and

South Cential States, or where market-gardening and orchard

products form impoitant and growing features, as in parts

of the North Atlantic and Western divisions, the tendency
of machinery to increase the area of the farm is either

entirely or partially counterbalanced by these forces making
for small culture.

But while these tendencies have kept the improved area

of an average farm for the United States as a whole from

increasing,
1 the capital value of an American farm and the

value per acre of its product are increasing tolerably fast.

The following table indicates this growth, and makes it

quite evident that American agriculture as a whole is being

brought by machinery into a form where capital performs a

more important and labour a relatively less important

part:
2

Base iSBo. iBgo. 1900.

Average value of all faim

property .... $35i5 = io 138.2 1858
Avei age value offarms (land
and improvements) . . $2,835 = 100 138.6 1890

Average value ofimplements
and machines , . . $136 = 100 m.o 1529

Farmers, planters, and over-

seers .... 828,800 = 100 137.4

Agricultural labourers . . 352,765 = 100 1736

The fact that the employed or dependent class has in-

creased 73.6 per cent, during the period 1880-1900, while

the employing or independent class has increased only 27.4

per cent, is a strong corroborative testimony to the growth
of the concentrative process.

1 The actual size of farms (including uniinpruvcd lands) shows a

marked increase since iSSo as cumpared wilh a decline in the several

preceding decades.
2 This decline in the importance of labour is made cleaier by the

following figures from the Census:
1900. 1090, iSCo.

Agricultural labourers . . . 612.418 359,894 352,565

Farmers, planters, and ovciseers . 1,056,237 1,091,867 828,800

1,668,655 i,45i,7l 1,1^1,365
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Though much of the improvements in agriculture is due

to better*methods of cultivation, the use of feitihsers, irriga-

tion, impioved rotation, better seeds, etc., most of these are

clobely related to the use of modern machinery, which must

be regarded as the representative agency of capitalism,!

The following table contains an estimate of the economy

achieved in producing the crops where machinery is most

largely used, expressed in units of time of man-labour:

1
Quaintance, p. 20.
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The increased effectiveness of labour thus indicated

varies from 150 per cent, in the case of rye to 2,244 per
cent in the case of barley, yielding an average increased

productivity of about 500 per cent 1

8. But while this concentrative force of machinery has

been so strong in certain kinds of agriculture as to raise the

average size of the farm as a unit of value and of produc-

tivity, it by no means follows that small farming everywhere
tends to disappear. The reduced area of improved land

per farm in every division except the North Central shows

at any rate that capitalism in American agriculture docs not

generally imply large farms. In fact intensive and scientific

as distinguished from merely mechanical cultivation every*

where makes for small farms, though involving in many
cases an increased use of capital per acre. Uniform shape
and character of land, a sort not so rich or so well-situated

with regard to markets as to repay garden-culture, and yet

sufficiently good and accessible to be worth cultivation by

machinery, such are the conditions most favourable to large

farming, In proportion as markets for the finer fruits,

flowers, poultry, and other farm products which involve

minute individual care and skill become relatively more im-

portant than the markets for staple crops and ordinary

cattle, the forces making for large farms, or even for large

capitalism in farming, will probably be diminished. Indeed,

though in almost every branch of agricultural work machinery

and other labour-saving contrivances are used to an increas-

ing extent, this does not involve the elimination of the small,

independent farmer. Though the great grain farm or

ranche, worked with machinery and hind labour, is growing

at such a pace as to weight the "average" for agriculture as

a whole in this direction, this is quite consistent with a large

growth of small farmers.

Recent evidence from Belgium throws an interesting light

upon the conflicting tendencies in agriculture. While large

estates have increased in number and in the proportion of

the whole area of the country which they embrace, the

number and the proportion of very small estates have grown

still faster: the diminution has occurred in the intermediate

sizes of property.
2 These small plots, however, it is main-

Quaintance, p. 23.
2 E. Vandevelde, Modem Socialism, p. 204.
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lamed, are not farms of small peasants, hut strips of land

cultivated by industrial proletarians, who work them as

supplementary means of livelihood, cither varying sunmun
work in agriculture with town wagc-woik in winter, or using
the land for allotments to be cultivated after a clay's wrrk
in the town.

While machinery favours the large as compared with the

middling farms, taken along with modern means of trans,

port in a small, thickly-populated country like Fidgiinn, n

drives the small peasant more and more into town industries.

The movement is thus summarised by M. Vandcvcldo :

"What cannot be disputed is the progressive intensification

of agriculture, the development of the use of machinery-' in

a word, the inciease of fixed capital in comparison with

circulating (/,<?,,
in comparison with capital foi paying manual

labour); agriculture is becoming industrialised; arable land
is turned into pasture; we see the multiplication of agricul-
tural industries distilling, sugar-making, the mamilarliiir
of chicory, of syrups, etc,; and in consequence of this trans-

formation, more and more of the population of the rural

districts is splitting into two quite distinct classes. You see
there a growing proletariat, mark', up of agricultural hboiiKTS,
who arc the minority; industrial labourers, who go oil daily
to work elsewhere; and what may be culled half-and-half

labourers, half agricultural, half industrial, working in tin:

sugar factories at ceilain periods, harvesting nl othrrs, j^oing
to the collieries in winter, to resume work iu the uYUls in
the spring,"

1

9. It is thus quite evident that economies of machinery
and power are operating in many fields of industry-

(1) To increase the size of the individual "plant" and

"establishment," employing it larger co-uj>i*iulivt:
unit of capital and labour to produce a lam-r
"output."

(2) To increase the size and importance of capital in

comparison with labour.

(3) To produce greater differentiation and spcduliKatinn
of capital and labour, so as tr> give iw*ruaiu:d coin-

pliixily to the business-unit.

This uconomy of machinery is furthest advanced in tin:

.VwfVi//w/, p. 213.
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staple manufactures where a large, regular demand for the

same products exists, and where materials and methods are

most capable of standardisation. A large and increasing
share of the transport trades, where steam and electric

power are utilised, comes under this same economy. The
same tendency, less advanced, is operative over large parts
of the mining industries, and over certain portions of

agriculture. Wholesale trade is less amenable to the con-

centrative force of machine-economy, except so far as it

involves the physical handling of large quantities of goods,
while retail trade makes the smallest use of mechanical

methods.
But this merely mechanical economy does not carry

us very far in interpreting the concenfcrative tendency
of capitalism. The increased size and complexity and

"capitalist" nature of a single "plant" is represented by
the growing cost and productivity of a modern textile or

flour "mill," as compared with the more primitive mill it

displaces, or the superior carrying capacity of a modern

railway train or steamship as compared with primitive
vehicles. Now the true economic unit of capitalism is not

the technical unit of a "plant," but the industrial and

financial unit of the " business."

Except in a few instances, merely mechanical economy
does not go very far towards explaining the larger develop-
ment of the "business." Upon this mechanical economy
is supei imposed a series of other industrial, commercial,
and financial economics favourable to the big business.

Where and in proportion as these are operative we find a

number of technically complete plants or establishments

fastened by a common control and ownership, and worked

as a single business.

The great and growing size of many commercial, financial,

and even retail distributive businesses makes it quite evident

that machine-economy is not essential to the concentrative

tendency of capitalism. Not only do vast businesses spring

up, destitute of this foundation, but, as we have seen, in

some manufactures a tolerably complex machine-plant
forms the basis of small businesses.

While therefore it is important to enter upon an analysis

of the economy of the large business by way of a study of

mechanical efficiency, we must treat this as one element in
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a complex of economies favouring the large business, It is

now necessary to make a formal statement of these elements,
and to set against them other elements favouring the main-

tenance or increase of small businesses.

10. The forces which are operating to drive capital to

group itself in larger and larger masses, and the consequent

growth of the business-unit, require special study in relation

to changes effected in the character of competition in the

market and the establishment of monopolies. The econ-

omies which give to the large business an advantage over

the small business may be divided into two clzisscs--

economies of productive power, and economies of com-

petitive power.
In the first class will be placed those economies which

arise from increased subdivision of labour and increased

efficiency of productive energy, and which represent a net

saving in the output of human energy in the production of
a given quantity of commodities, from the standpoint of the
whole productive community. These include

(a) The effort saved in the purchase and transport of

raw materials in large quantities as compared with small

quantities, and a corresponding saving in the sale and
transport of the goods, manufactured or othcjr. Unrtur this

head would come the discovery and opening up of new
markets for purchase of raw materials and sale of fintehed

goods, and everything which increases the area of effective

competition and co-operation in industry,

() The adoption of the best modern machinery. Much
expensive machinery will only "save labour" when it is

used to assist in producing a largo output which ran find a
tolerably steady market. The number of known or dis-

coverable inventions for saving labour which are waiting
cither for an increase in the scale of production or for a rise
in the wages of the labour they might supersede, in ortlor to
become economically available, may be considered infinite.
With every risu in the scale of production some of these
pass from the "nonpaying" into the "paying" class and
represent a net productive gain in saved labour of the
community.

(f) The performance of minor or subsidiary processes
upon the same premisses or in dose organic connection
with the main process, the establishment of a special work-
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shop for repairs, various economics in storage, which attend

large-scale production.

(/?)
Economies consisting in saved labour from increased

efficiency of management, superintendence, clerical and
othur non-manual work, which follow each increase of size

in a normally constiuctcd business. These are often closely
related to

(/>),
ns where clerical work is economised by the

introduction of type-writers or telephonic communication,
and to (^),

as by the establishment of more numerous and
convenient centres of distribution.

(e) Economy of place and space. The ability of a large
business to utilise a given ground-area advantageously for

productive work and for storage is often a great practical

economy, measured financially by the smaller part rent

occupies in establishment expenses, In retail trade where

superficial "display" of goods, storage, and elbow-room are

uf prime importance, this is one of the chief factors favouring
the large "store."

(/) The utilisation of waste-products, one of the most

important practical economies in large-scale production,

(^) The capacity to make trial of new experiments in

machinery and in industrial organisation.

IT, To the class Economies in Competitive Power

belong those advantages which a large business enjoys in

competing with smaller businesses, enabling it either to

take trade away from the latter, or to obtain a higher rate

of piofits without in any way increasing the net productive-
ness of the community. This includes

(1) A large portion of the economy in advertising, travel-

ling, local agents, and the superiority of display and touting

whirh a large business is able to afford. In most cases by
far the greater part of this publicity and self-recommenda-

tion is no economy from the standpoint of the trade or the

community, but simply represents a gain to one firm com-

pensated by a loss to others. In not a few cases the

"trade" may be advanlaged to the damage of other trades

or of the consumer, as when a class of useless or deleterious

diugs is forced into consumption by persistent methods of

self-appraisal which deceive the public.

(2) The power of a large business to secure and maintain

the sole use of some patent or trade secret in machinery or

method of manufacture which would otherwise have gone
9
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to another firm, or would have become public property in

the trade, represents no public economy, and .sometime a

miblic loss. Where, however, such improvement is due

solely to the skill and enterprise of a business man, and

would not have passed into use unless the sole right wi-ie

secured to his business, this economy belongs tn the pro-

ductive class.

(3) The superior ability of a large business to depress

wages by the possession of a total or partial monopoly of

local employment, the corresponding power to obtain ia\v

material at low prices, or to extort higher prices; from con-

sumers than would obtain under the pressure of free

competition, represent individual business economies which

may enable a large business lo obtain higher piofils.

The better facilities of credit enjoyed as a rule by large

firms must be accounted a separate economy. Tin's

economy is partly a productive advantage, implying a

greater facility of expansion in business operations, partly a

competitive advantage imparting greater ftmlum in pro-

cesses of buying and selling and greater power in tiding

over difficulties.

This particular economy is, of course, most important in

financial businesses, next in large romnu*rciu.l businesses,

playing however a considerable part in mining ami manu-

facturing businesses, in proportion as the "speculative"
factor is inherent in their conduct.

12, When, as we perceive to bu the case over large areas
of industry, commerce, and other employments', the small
business survives, this survival may be traced partly to the
absence of some of these leading tendencies towards con-

centration, partly to the action of countervailing tendencies,
positively favourable to the small form of business.

In considering the physical and economic limitations to
the effective application of machinery we have already indi-
cated certain economies of the small business, (i) Where
the nature of the raw material or of the process of hand-
ling it is incalculably and greatly irregular this irregularity
renders the full application of machinery and routine labour
impossible. The kind or degree of this irregularity may bii
such as to make success in the business dependent so
largely upon the skill, genius, character of thy operator, or
upon chance, as to preclude the use of machinery or uf any
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soit of "routine" economy. The irregularity of material, if

it relates to cheap products, may not suffice to defeat the
net economy of the large business, though precluding the
full use of machine methods. The irregularity in the shape,
texture, etc,, of hides does not prevent tanning from becoming
an industiy of big-businesses; nor does the irregular shape
and quality of fimt keep the "canning" and "jam" trades

in small businesses. J3ut jewel cutting and setting, the
most artistic grades of the cluthing or dressmaking trades,
of watchmaking and many other luxury trades where the

choice and careful manipulation of fine qualities of expen-
sive materials are concerned, tend to remain in small

businesses. The most striking instance is in gold-mining,
where individual digging remains for alluvial deposits while

"banket" gold is mined by great companies.
The largest application of this principle is of course in

agriculture. Small farms tend to survive in proportion to

(a) the irregularity of soil, seed, climate, etc., and the con-

sequent amount of detailed care and skill involved in the

agricultural processes \ (ft) the absolute market value of the

products, vegetable or animal, raised under such conditions.

bonanza farms for growing great quantities of some single

crop and applying machine methods may afford to disregard
minor irregularities of soil, etc. ; large cattle ranches, or even
fruit farms, may for similar reasons be made to pay. But in

raising the more delicate and costly plants or fruits, or in

bieedmg the finest types of birds and animals, the factor of

individual skill and interest is so important as commonly to

outweigh all economics of large production.

(2) When the individuality of the consumer impresses
himself upon an industiy through demand for the satisfac-

tion of particular needs, an "art" economy is substituted

for a "routine" 01 "machine" economy. It is this force

which, in large measure, gives importance to differences of

matuiials, and evokes skill in dealing with them. But even

where complete standardisation or regularity of materials

exists, the demand of consumers for goods exactly accom-
modated to their individual fit or fancy involves skilled

workmanship, and prohibits the use of machinery or routine

method. This does not necessarily imply the execution of

such orders by small businesses. A large pottery company
often employs a number of designers and skilled craftsmen
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in order to stimulate and supply ihn mo n'fned dt'mrnuh

of high-grade customers, just as a large firm of inilnrs fir

drapers may keep a special onler t1-|wrtiiinnt an<l a "f.mry

goods" department. Hut when* lint skill of sriiiiri fnml

process of production forms tin; rhi<*l clement ol use and of

cost in a commodity, and rspiruilly when tlii : output of

skill approaches the nature of clnut prrson;i! wiiiv, the

small unit of business is apt to survive. Though tin:

ordinary work of photography may b-:
p;is'-in,;'

to larj;o

companies, th more artistic work nrtnahi't in tin? h;mK f

independent artists. In London the bust part ni thu dork-

making, thu saddluiy and cabiwamnkintf trades rnniMM'; in

small husintissL's, Kvon when it is tin; ''j.aitinilat 'Mrmumls
not of consumarB but of prr)ihic<;r.*; that ;jr<; in ({iir,fjon, llu*

small business often holds its own, as in many of the minor

metal trades of Birmingham.

Though tho- standardisation of nuidiiiiiTy n*liTi i;rf: niurlt

work of repair from dependence on skilled <n^inc<'rs -and

smiths, while many lar^u businesses kivp repairinj; shops of

their own, this essentially irregular work lonn tlv basis of

many small independent workshops in lai^e inauutii' tiirin;',

centre*;.
r

J'hough thi; laiildiii); and (hit printing 1i, it].-; air

in the main largo capitalist unclurlakiniv,', j>bbit^ budilcrs,

cari)cnttir, plumbers, and print<trs uxist m <'onsid*'r,b|r

numbers for special and em^.r^'iMvy woik.

In retail trade, as we havts swn, this survived of tb*-

personal relation with "customers/' the.* :idlu-Mon of ftorn*:

final productive process to this ail of mtail distribution,
Romtitimcs the imj)ortance of uwru proximity, iMinbl*' th<

small storcikceper to hold his own.
It is natural that the punluctivo emu^y which ftumioiv;

for the production and tli^tiibution of niutrrial and im-
mntorial wealth in the professions, tlw finer ;irts, and in tiw
mrrcativc and personal j-.rrviccs, should l>f hvist niniMinbh*.

to the concentrativti fors of capitalism, Thon^h tlirni is

a sense in which the schook of law, nu?di<?ini k

, theology, and
]i^dn^o;jjy in our univrsititis m;iy be rri<;irdfd a'i lar^*

capilalist MUcrprii"H factory plants for t'urnin;; out and
dislrilmlin,^ l<v;al, niediriil, religious, and other survinvs -

while thii tradtt-nr^nisntions of the bar, tlm (thun:h(% th*;

medical council^ etc., limit the liberty of professional m<*it

in their "practices," these considerations do not malLk

riaHy
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impair the "business" independence of the ordinaiy clergy-
man or physician, The tendency towards the large

capitalist structure, though discernible in the teaching, the

legal, the medical, and especially the dental professions, dots
not cover any large; proportion of these professions and
reaches within a moil crate compass a maximum economy.
In the recreative arts large capitalism has obtained a

stronger hold over some departments which involve a large

outlay of capital and a high order of business management.
Perhaps the intellectual art or profession in which the

centralising force is most poweiful is journalism, though
even there the large capitalistic machinery of the press is

fed by an increasing number of small jobbers not closely
attached to any particular press.

All these small businesses in agriculture, the mechanical

tracks, mining, retail trade, the arts and professions survive

because of certain features in the materials or processes
involved which give importance to those personal qualities
of skill, care, judgment, and character incapable of being
evoked, controlled, and applied effectively under the routine

economy of the lai^e business. To these inherent advan-

tages of the small business in the production and distribution

of certain high qualities of material and immaterial wealth,
must be added the independent spirit of the genuine artist

or craftsman, which, even in such largely routine work as

carpentry, shoemaking, or retail shopkeeping, is often

strong enough to induce a man to remain a small inde-

pendent producer with a precarious unlucrative business

rather than become a mere cog in the capitalist machine.

13. From these genuine economic survivals of the small

business-unit must be distinguished the numerous forms of

small swcat-shop and sweating home industry which arc

found everywhere in the industrial lowlands. The charac-

teristics of such small sweating businesses is the production
of low-grade routine goods by subdivided labour under
conditions of low wages, low rent, and evasion of sanitary
and other industrial restrictions which make this niodu

of production cheaper than production in a factory b>

machinery ur by properly accommodated and protected
hand labour. Much of the production of the sweat-shop
consists of ill-made or shoddy goods which would not be

made at all except fur the "demands" of the poorest class,
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kept in poverty by the same economic maladies which furnish

to these sweating trades their supply of cheap, inefficient

labour ;
much of it would othenvise be done by machinery

in factories, where the pay is higher, the hours shorter, and
all the terms of employment better. This is the case, for

instance, with most of the clothing and .shoe numutortures

of the sweat-shops. The rest, which though simple mid not

high skilled eludes the full application of the ma< hint! by
certain irregularities of detail e.g. flower-making, fur-pulling

packing, etc. would become subsidiary departments of the

major trades to which they belong. Though these swoaliu^
trades are rightly spoken of as "moibid" survivnls of small

businesses, as "parasitic" growths, they arc natural products
of the present stage of capitalism; for all thu economic

supports of these "low oiganisms" the existence of a lar^u

margin of low-skilled "unemployed," the high rents which
form a leading element of economy and this nijirkK lor the
debased products of the sweat-shop can be traced to tin:

unregulated operation of capitalist forces.

With the gradual development of a s'muder soriul jioli* y,

expressed through public opinion and lugihhiiive art inn,
these morbid giuwths maybe cxcbccl fioin the iinliihiii.il

body. In this work of extirpation economic nHtsitliiatiuns
are even more potent than philanthropic or sunilaiy im*%
and it is ptubable that in Kngkmcl and America tin* pro-
portion of these morbid to the healthy .survivals of untill

businesses is diminishing, especially in the clothing iraclr,,
where machinery has made such large recent advances. At
the same time, so long as cheap labour in crmsidi-ruble

quantities is available, these parasitic trades will runtinui;
to appear anew,

^
particularly in those industries to wliic.h

season and fashion impart irregularity and where one
economy ^of

the sweat-shop consists in saving the waste
incurred in factories by keeping machinery idle or hull-
uscd over considerable periods,

14. But assuming that the sweating trades be li;it mil
of consideration, what general conclusion are we juHtifuid in

forming as to the relative strength of the centripetal anil

centrifugal forces making respectively large ami -simiil
businesses ?

The industrial department in which the large capitalist
business is most prevalent and where a gruwhig tendency
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to concentration is most genet al is Transpoit. In all

advanced industrial nations the carriage of persons, goods,
nc\\s by railroads, steamships, pipe lines, telegiaphic and

telephonic services has passed into the control of laige

companies : as the horse is more and more displaced by
electric or oil traction for the subsidiary Transport services

in town and country, this fuither mechanisation of tianspoit
favours the displacement of the small carrier and the private
tiadesman by the laige company. Moreover, the relative

importance of the Iranspoit traces, as indicated both by the

quantity of capital and the quantity of labour employed, is

growing rapidly and generally.

Among the extractive industiies mining has becomu
almost entirely a great capitalist business, and the inci eased

use of machinery upon the one hand, the development of

corporation finance upon the other, favours the absoiption
of this branch of industiy by huge company enteipiise.
The survival of small businesses in agriculture is wide-

spread and peisistent wher^\cr small ownership 01 security
of tenure prevails, The pemianence of the small holding

must, however, depend more anil more upon the abandon-

ment of ceitain elements of self-iAilficiency, or otherwise

upon the grafting of processes of large co-operative or

corporate business upon the small farming economy. In

Denmark, Switzerland, l)elium, Iieland, co-opeiation for

dairying and other collecting and manufacturing processes,
for the use of machinery, marketing, mutual credit, and

education, are seen to be essential to the maintenance of

small holdings. Without this co-operation the economic

strength of the small holder or the tenant farmer is under-

mined by the carrying companies the mei chant-middlemen,
and the money-lender, and in time he either is displaced by
some large-farm system or becomes the mere dependent of

one or other of the capitalist classes just named.
The fishing industry still continues to some considerable

extent in small shapes, though the steam tiawler and the

large fish-merchant are bringing it more and more under

large capitalism.
Most of the manufactures engaged upon the processes of

making the foods, clothes, houses, and other prime neces-

saries and conveniences of life have passed or are passing
into big capitalist businesses, While these staple manu-
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factures employ an increasing proportion of capital, they do

not, save in the less advanced nations, engage an inci casing

proportion of labour. Attached to u.ich of them is a large

quantity of manufacturing industries winch remain in small

businesses) and though the application of mechanical and
other sciences continually displaces old handicrafts by large
machine industries, while new industries arise capitalistic

from their start, a large quantity of new irregular and highly
skilled trades come into being, employing a large quantity
of labour. It is by no means proved that an inuonsing

proportion of manufacturing labour is employed in lar^e

businesses, or that the "labour-saving" economy uf

machinery is attended by so large a general expansion of

manufacturing industry as to provide employment for all

the labour that is "saved," 1

While the concentralive forces me .strung in wholesale

commerce, the small dealer survives and even multiplies in

most countries, though his economic independence is sapped
in many trades by dependence on some largo manufacturing
or "furnishing" firm. Bearing in mind the growth of

retail trading companies witli many blanches and the

various forms of "tied" houses, it seems prububle that u

larger share both of the capital and the labour ungagrrl is

passing under large capitalism.

Banking, insurance, and other financial business is seen
to be peculiarly adapted to the play of concentrative furces.

In the civil arts, professions*, and .services which aie growing
so rapidly in the proportion of employment they afford, the

small business veary generally holds its own. The increase

of labour and of capital employed in public serving imiht,

however, be accredited to the side of the large business
It may then be concluded ;

(1) That an increasing proportion of the aggregate wealth

(goods and services) in modern communities is pro-
duced in large and expanding businesses,

(2) That this conccnlrative tendency is
jwlii.'iihirly

operative iu the making and carrying of the goods
which constitute fie necessaries and prime con-
veniences of life of -he people.

(3; That in the aggregate production of wealth capital

1 On this point bcu Chapter XJ



MODERN CAPITALISM. 137

plays a part of increasing importance as compared
with labour,

(4) That the increasing importance of capital is greatest
in the production of the most fundamental and
essential forms of material wealth.

(5) That it is probable that an increasing piopoition of

the number of persons employed is employed in

large or expanding business-forms, though the con-

centrative forces are less powerful in the case of

labour than in the case of capital.

15. But while a larger number of processes and indus-

tries are constantly brought under the operation of the con-

centrative forces which make for large business-units, there is

no reason to regard the economy of large-scale production,
as unlimited in any branch of production or transport.

Reverting to the recognised economic formula, there is

no industry where the law of increasing returns perma-

nently and absolutely overrides the law of diminishing
returns. In any country in any given condition of industrial

development there is for each industry a size of business

where the maximum net economy is reached, and beyond
which, unless supported by a legal or a natural basis of

monopoly, it cannot grow,
In many manufacturing processes which have reached a

high degree of mechanical development the maximum

economy is soon reached, the unit of cheapest production

representing a comparatively small annual output in tons,

gallons, or other standard: the mere advantages of ma-

chinery and division of labour are soon exhausted. This

limitation of the size of an individual plant is generally

recognised. Of course where other economies besides

those of the manufacturing process are taken into account,

economies of purchase and of sale, of rent, establishment

expenses, administration, advertising, etc., the profitable

size of such a business may be considerably raised. But

even the aggregate of these economies does not evade the

law of diminishing returns. Not only for mechanical pro-

duction but for administration of a business there is a

point of maximum growth.
1

1 An experienced accountant in a large English midland manufactur-

ing town writes to me as follows:
" So far as I am able to judge from businesses I have been connected
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Throughout industry businesses may bu redded as

gravitating towaids "a typical magnitude," which yitMs for

the time being the maximum economy.
The final limits of this growth are described by a lucunt

economist 1 as functions of:

(1) The internal complexity of amusements.

(2) The importance of quality in the output.

(3) The expensiveness of the machinery usurl.

(4) External relations depending on the nature of thu

markets touched.

(5) Stability in the demand for the output.

(6) The stationary character of the industiy in leblinn to

methods or othenvisc,

(7) The extent of the economies to be secured by pio-

ducing on a large scale,3

If, however, \ve examine more closely the limits upon tin:

economy of the large business, thus indicated, wo shall

perceive that they ultimately rest upon a law of diminishing

returns, applied not to the mechanics but in the administra-

tion of business. Although there must be runrm'tid to

be an ultimate limit to the economy of lar^e production

dependent on the necessity of having rmmist; to infcnor

or moie expensive sources of raw imlerials or pmviu, this,

save in rare instances, is not an actual limit. Si>, likewise,

though the practical limits set upon the rkibuniLinn of

machineiy and the division of labour may fix llie ni.'ixinmtn

size of an individual plant, it dues not limit the t>uo of a

with for years, and which arc systematically inica.siiij' llu-ir

far from its being possible tu furiiiiilsUe a i'.cuuuil ink* tli.U .standing
expenses diminish prupoitionalcly in million to the output, I am
inclined lo think thai they increase. I think there is a certain sixe

(quickly attained in many businesses) at whiuh evciythiii'j is dune most
cheaply, and that, as the piuduct goes on mriwr.mij, tlific is n slight
relative incieasc in expense, due to the fat't that mere M'KU iu*L

>

c.'iilnms
the doing of everything by rule, and the formation of si'imriitc orpait-
ments, nml a complicated system of chucking and acci/uulinjj {leni'nilly,
which tends tu counterbalance, and which (bus iu fart mure lh;ui
count ci balance, the advantage gamurl by si/,e. There is alsri the in

tangible lusb caiibcd by the rumuval f rlirect i
tttyxjuhiirflity, and this, I

think, must account for a iood deal."

?
Tiofessor S. J, Chapman, The Lancashire Coifon !ndu\try, p. i6ya This last economy is nut separate from the icst, but appears tu

summarise them.
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business, which may contain a number of such plants, and
will tend to increase this number so long as the net

economy of business administiation is subserved thereby.
This being so, the only substantial limit to the growth of a

business, from the standpoint of economy of supply, has
reference to the application of administrative power; in
other words, of the factors that constitute the business-unit

ability of control and management must be regarded as a
constant factor. The chief cause of the suivival of small
forms of business in many highly-skilled trades was found to

be the necessity of direct detailed attention on the part
of a responsible interested workman or employer. Any
expansion of the business, implying delegation of this

control and the adoption of routine methods, would react

injuriously upon the quality of the work. When the

industry is highly susceptible of routine methods this

economy of i( the master's uye" is relatively unimportant;
the managing ability is best occupied in the more general
acts of organisation and control, a discretionary power of

detailed management being delegated to departmental

managers, overseers, and inspectors. But there must

always be some limit to the economy of the managing or

directing J&ipd: every expansion brings larger intricacy, and
the machinery of administration becomes more cumber-

some, involving larger waste from imperfect co-ordination,

dislocation, friction, and other disturbances,

When the financial economy of modern business intro-

duces more division of labour into the adminisUation,

dividing the interest, responsibility, and control among a

number of directors, a managing diicctor and a number of

salaried officers, difficulties of policy and of close co-ordina-

tion arc apt so to increase as to outweigh the advantages of

substituting many administrative minds for one. The well-

recognised failure of joint-stock companies to compete suc-

cessfully with private firms in some classes of business is a

clear testimony to the limits of this economy. While,

therefore, differences of personal ability, especially evinced

in the larger policy of organisation and in the selection of

subordinate, impart great elasticity to the maximum size of

a business, it is none the less true that there is always "a

typical magnitude
"

to which each class of business tends

to confotm, aad which yields the cheapest unit of supply.
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This tendency for every business to grow to the limit

of cheapest production is however qualified by another

tendency from the demand side. When the number of

growing businesses in a competitive uade is fiurh that the

aggregate output is continually increasing, the fall of the

selling price may be such as to preclude any of these

businesses from attaining thu "typical iwaxiiiluilc" which

yields the gi eater cheapness of supply. In other wonk,
the direct determinant of the size of a buhimss will bu th"

net maximum of profit, and tub will dcpL-nd u|inn tin;

relation of growing cheapness of supply lu uhuicii) of

demand.
The leal limits to concuntiaLiun of capital and Jabuur in

single businesses, as di&tiiict fiuiu i-in^lc pUntw, an, Uf^L to

any large extent considerations of Urlitiical pioihu.tion,
but of administnition and of mailed.. For thin nusou a

larger propurtinn ol' the highe.sL inLcllect cu^a^cd in business

Lie i.s being directed to expui intent and invehtion of ad*

nihnstrativu melluxls, including busimths ui
t;',ini^iiiun and

finance, with the double objui t of eftecting Iar;;<; c< ohnniics

of .supply-cost and of so monopolism;; in cunl n tiling

markets as tu picvunt thusu j^iinii p;u>biii|',
tu tlu: i.uniUMacr

by comyutition uf produucis,



CHAPTER VI.

THE STRUCTITUE ni* TRADES AND M VRKKTS.

T, Differentiation of the J3?tsiness Structure.

2. Integration of /'/ wvivr.

3, Horizontal and Lateral Integration.

4. Structure and Size of different Markets.

5, Machinery a direct Agent in cxftinafng Market Areas.

g (5. Expanded Time-area of the Market.

fj 7. Interdependent} of Markets.

$ 8. Sympathetic and Antagonistic Relations between Trades.

$ fj.
National and Load S/wn/hation i?i Industry.

10, Influences dtfa mining /.ocatisatton of Industry,

$ it, Impossibility of J*wal Mtfoment ofindustry*
12. Specialisation in Jthtrifts and Ttnvns.

13. 'SfecMisatwn within th? Town.

$ i. In those indiv tries where tlic business-unit grows in

size it generally grows also in complexity of structure. This
increased complexity is due partly to a process of differen-

tiation within the business-unit, partly to a process of

integration by which productive activities which formerly
constituted separate businesses become departments of a

single business.

The increasing differentiation or division of capital and
labour due to the greater sizu and technical improvements
of modern businesses is easily rcco^niK<;d, In a modern
shoe factory there am about sixty distinct processes.

(3rnin, in the clnhoraif! machinery of the modern flour-

mill, pase5 through u scnn 1 nf diffisrent slaftos, duaning,
winnowing, grinding, t:k:. Tlio Amcviran machine mack*
watch is said to li thu prtj<hu:t of 370 st-parat(i actions.

In an up^to-date tuxtile factory si dozen difTcivnt i>rnre*RK(?s

contribute to the spinning or wcnving of cotton or silk, and
new improvements or refinements of cleaning or finishing
are always being added.
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This process of differentiation is continually foil by tho

increased variety of demand due to an expanding market,

involving larger vaiiety in size, quality, anrl Hmrart.T of

aoods Special classes of goods must he nwrnifiirlnn-il for

Australia, Egypt, or Burma, New customers in China or

Persia insist upon their cloth or hanlwar.' no-ids hum"

made-up or packed in some familiar form long after the use

or convenience of this foim has passed away. The exi-

gencies of keen competition rcquims constant i*|ji*rimunt,i-

lion in new lines of goods to touch the fancy of a m.'wly

opened market or to get away the trailo of a coiupi'lilnr.

This differentiation of a business front within is oftrn

accompanied by a double comso of
intimation, involving

the absorption of van'ous minor or Mihsidiary ]>ruct'ss<,*s liy

some business performing a major process of piodurtion;

or the expansion of some niaimfai'lim' or iiuirosmlilf

business taking on the production or stilt: of nrw kinds of

goods which lay previously outside tint limits of its ljiis'm'w.

activity.

2. Every industry is connected with a numln'r of other

industries engaged upon processes anterior to, snU'wijufnt

to, or subsidiary to, the operation with whi<;h it is itwlf

concerned: this creates a slablu bond r>f rniutiion itit^rc^t

which foims a basis of inti'gnitiun. Tlir most stn)j;ly

organised and best developed of a smos of business

processes thus related tends fruquuntly to absoili ihr

others. So a modern steel-mill will oftc'n own ils own
smelting works and its own supply of iron ore anil rnal,

together' with its own railway or line nf lioaU for carrying
the raw material. A cocoa or jam ummifactury will own its

own fruit plantations. In other cases tin: whok'snlo nr llir

retail merchant takes the initiative, as when the.* Knpji'.h

Co-operative Wholesale Society sets np doth rmil shot?

factories and imports its groceries on its own ships; t>r

when a retail store like Whiteley's supplies fruils and dairy
produce from its own farms. A railnmcl, a for inslcintv
the London and North Western, sometimes) expunds sr> as
to be almost entirely self-sufficing, niaiiufarturhiK ils rails,

rolling stock, etc., from its own stocks of materials
and making almost all the articles required for its srr
vice down to the wooden legs for Ihu use of its crmnlcil
employees,
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In the textile industries this integration is widely visible.

In the woollen manufactures the preliminary piocesses of

sorting and cleansing, carding or combing, as well as the
main

processes of spinning and weaving, fulling, dyeing, and

finishing, each of which was at one time committed to a

separate and independent group of workers, aru frequently
found going on siiuultam rnisly in a single factory.

1 This

integration is,
^
however, often qualified or crossed by a

tendency to differentiation so stiong as to detach a pai-
ticular process and In set it up in business for itself. So in

the Yorkshire woollen trade, whereas spinning and weaving
are usually under the same roof, combing and fulling
arc often distinct, and "finishing" is usually done

separately*
^

The same conflicting tendencies are seen in

the Lancashire cotton industry: nil processes up to spinning
are always united

j twining is sometimes separate; spinning
and weaving ate sometime united, sometimes not; dyeing
is sometimes under the same management as spinning and
manufacturing, sometimes committed In a dyer, (,'alien

printing forms n. separate business.*

In fact throughout the textile and metal manufactures we
see clear signs of a double piocuss of business differentiation

opposing the process of integration in one direction, while

assisting its advance in another. In the woollen trade,
where strong differences of finality occur, there arises much
specialisation, many businesses confining themselves to a

particular class of goods, and absorbing all tin: processes
involved in this spu<i;il trade. Opposed to this spr-r:ialisa-
lion of quality is tin; Hpurinlufation of pmrxisse.s exhibited in

tho "fulling" or "finishing" businesses whirh take work for

a large number of the speeisilisud mills. The cotton trade,
as we shall sec, develops in similar fnshicm by local differcn-

tijitton of firms and coarser "counts" and various grades anil

types of manufactures
The modern bicycle; limits exhibits the conflict of the two

tendencies most cluiuly in tlw struggle biitwccn the tudmi-

1 A pood deal nf the clcnnwijr an<l
comlrinjj

in the cloth nrul worst ml
trader i, however, clone sujurulcly on cmmm'ssion liy I.HJ.',K linns such
as

liter's (cf. liunilcy, p. 417). In Geinmuj 'Mimshinj;" still

rcmaina a BqmrnLc husinoHK iiroeuhs (of, C'hnptuaii, /'ivv/y (\un/vtffnw t

p. 107).

Chnpmao^ Tfa Lantathire (Jetton Industry t j>, 105.
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cally complete factoiy turning out a whnlf machine of a

particular type, and the fartory confimxl in the prodiii lion

of a single part, suited for the structure of many types <f

machine.

So far as minor suhsidiniy prorvsses are ronrcrwd, nnHi

integration is visible in all Itirpe nianufin tines. Wherever
the demand is large and regular there is a leiul"iiey fur

packing, printing, box-making, olr,, to IMJ dont; on the

premises; while engineering shops, carpcnlun;' .'.Imp,,

chemical laboratories, are frequent appendages to a Jrir,-^

modern factory.

Thus a number of small, relatively simple husiwss-imit^,

representing the various stages in tin.4 produrlinn and tliV

tribntion of a commodity, come to ^rwip thcmsrlvs infu a

large, complex business-twit.

3, Though, as we sen, there is in many trade* t\ trwlrnoy
to specialisation in quality of manufacture, a bu^in< 4.sK nnfin-

ing itself to the many processes contributory to a single
1 fimt

of commodity, in olhors the integration proceeds boiiy.cintallv

as well as laterally, a manufaclum or xnorrhaiit rxtmrlmj',
the number of commodities in wliir;h lin <l (

!il
|

j, This oi'trn

happens where some conuniinity of raw material fir ot

method of manufacture connects twn <liff<;rent ('ommnclitifs.

Plence a biscuit mnnunictory, like Messrs, Ifunllcy %V
Palmer, cx[)ands its activity until it has iilsorlu(l a j^irfit

variety of other food products, while a watchmaking busi-

ness takes up electrical or stirgirral apparatus.
In retail trade this integnilive tendency is widely opffra*

tive. The modern grocer sails tinnod moats, rakes, wine,

teapots, and Christmas cards; the draper sells nil wii-in of
ornamental wares; the stntitmttr, oil-man, and r:hiuaitoic.sft

out an increasing miscellaneous lot of wares, atlwmeiuj;
towards the position of "gunm! dealer." 'J*lns "Stores "

and the Universal Provider ruprcfwiit llu: nilmiiuition of
this movement in thtj retail Imsiiuiss, n-lutninff to a tnoro

enlarged
and complex form of the primitive "general shop

1 *

of
the village.

1
Here, however, as elsewhere, the ilifTerenli.itiM'f

1 A similar reversion to a general primilivi* type i* ohserv^l in *mr
manufacturing Inisincsaes, f.g. ctftnn. "The wcavrr'n ccilljim* with
its nirlc npimiAtus of jug-warping, hnml-canls, liainl-whrcK, ittid i?u-

perfect loums, was the sleam-loom factory in mmiuturr." ((im-st,
History of the Cotton ^famtfacturt| p. 47.)
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tendency is sometimes dominant: fashionable shops devote

themselves to special grades of gloves, hats, cigars or furs,

while manufacturing or mercantile companies set up
numerous branch shops for selling some single com-

modity, such as watches, bicycles, shirts, ready-made
clothing, coffee, etc.

Wherever we turn in the industrial world we find the

business-unit changing its form under the pressure of the

integrating and the differentiating forces, sometimes taking
on a wider range of activities, sometimes a narrower. As
in manufacture and commerce, so in banking and finance.

A modern bank has added various processes of money-
lending and discounting which were alien to its early

functions, while the modern bill-broker tends continually to

become more highly specialised in the kind "of bills which
he discounts.

While, then, over a large field of business enterprise there

exists a strong tendency towards increasing complexity of

business structure, it is clear that this tendency is not of

universal application even in distinctively capitalistic fields.

Increasing size generally implies further division of labour

and other increased differentiation even where no new lines

of work are taken on. If a growing business, on the one

hand, expands the variety of its products, and, on the other,

takes on various antecedent or subsidiary processes hitherto

independent, it may easily reach^
a stage of complexity

which introduces larger risks of dislocation and waste from

defective central control. We must therefore conclude

that as for every class of business there exists at any given
time a normal size of maximum efficiency, so there exists a

normal degree of complexity.
Increased complexity generally proceeds with increasing

size: where the capitalist forces are making for the produc-
tion of routine goods and services upon a large-scale there

we find the business-unit more heterogeneous and more

highly integrated, partly as the result of differentiation from

within, partly through taking on new lines of business

activity from outside.

4. Ascending from the business-unit to the larger
unit in the structure of industry, the Market, or groups of

directly competing businesses, we find similar changes have
taken place. In considering these changes the relation

10
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between Market and Trade should be clearly grasped. The
mere fact that two persons or groups of persons in different

places are engaged in similar processes of production, tlint

is to say, belong to the same trade, has no significance
for us. The trade or aggregate of productive units of n

particular soit receives industrial unity only in so fur ns

there is competition of the units in buying the raw materials,

tools, and labour for carrying on their trade, and in selling
the results of their activity. Weavers of cotton goods in

Central China belong to the same trade as weavers in

Lancashire, and conduct their craft with similar imple-
ments to those which still prevail in the cottage industries

of France and Germany, but such competition as may exist

between them is so indirect and slight that it may ho

neglected in considering industrial structure, H is in tho

competition of a market that businesses meet ami arc

vitally related. In a trade there may be several murk ft s

whose connection is distant and indirect Market in the
name given to a number of directly competing businuKKes.

"Economists understand by the term market not any
particular market-place in which things (ire bought awl
sold, but the whole of any region in which buyers and
sellers are in such free intercourse with oms another that
the prices of the same goods tend to criutilises easily ;m<i

quickly,"
1

A single competitive price is then the essential feature
and the test of a market Businesses in such nlose relation
with one another that the prices at which they buy and sell

are the same, or differ only by reason of and in correspond-
ence with certain local advantages' or disadvantages, uns
members of a single market. The money market is a
single market throughout the world. The price of money
in London, Rome, Rio de Janeiro, may differ, but this
difference will correspond to certain differences of risk.
There will be a tendency towards a single price, or, putting
the case in other words, wherever in the world J^'ioo of
money represents the same commodity the same price will
be paid for its use, while any difference in its valui; as a
commodity will bo accurately reflected in the diflerenoe of

price.

,
The* is

(quulfil Marshall, Mnaffta of fawwln* p. 384).
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Absolute freedom of intercourse is not essential to the

establishment of a common market. Market tariffs and
other advantages and disadvantages may place the competi-
tors on an unequal footing. Moreover, in order to form part
of a market as helping to determine the price, a business

need not actively enter the field of competition. Fear of

the potential competition of outsiders often keeps down
prices to a level above which thuy would rise were it not

for the belief that such a rise would bring into active, effective

competition the outsider. England had until recently a

monopoly of the market for cotton goods in certain Eastern

countries, but the price at which she sold was determined

by the possibility of rival French or German merchants, as

well as by the direct competition of the several English
firms. In certain commodities the market is conterminous

with the trade, that is, we have a world-market. This is

the case with many of the forms of money, the most
abstract form of wealth, and the most highly competitive.

Dealers in Stock Exchange securities, in the precious

metals, are in active, constant competition at all the great
commercial centres of the world. Other staple commodities,
whose value is great, durable, and portable, such as jewels,

wheat, cotton, wool, have to all intents and purposes a

single market.

This world-market represents the fullest expansion due
to modern machinery of transport and exchange, the rail-

way, steamship, newspaper, telegraph, and the system of

credit built up and maintained by the assistance of these

material agents,
The mLirktjt-area for various commodities varies witji the

character of these commodities, from the world-market for

stock exchange securities down to the minimum market

consisting of a few neighbouring farmers competing lo

sell their over-ripe plums or their skim-milk. The chief

qualities which determine' the market-aica arc

(a) Extent of demand* Things in universal or very
wide demand, which are at the same time durable, such as

money, wool, wheat, compete over very wide areas. Things

specially accommodated to the taste or use of a particular

locality or a small class of individuals will have a narrow

market. This is the case with clothes of a particular cut,

and with many kinds of. fabrics out of which clothes are
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made. The market for certain classes of topographical
books will be confined to the limits of a county, though the
book market for some books is a world-market.

(/>) Portability. Even where the demand is far from
a general one, the market-area may be very wide where

high value is stored in small bulk. Smoking tobacco and
more highly valued wines and liqueurs are examples of
this order. The market for common bricks is local, though
Portland marble finds a national market.

(c) Durability. Durable objects and objects which can

easily be brought within reach of modern means of rapid

transport have a wide market. Perishable goods, as, for

example, many fruits and vegetables, have for these reasons
a narrow market.

5. Modern machinery has in almost all cases raised

the size of the market. The space-area of competition has

been immensely widened, especially for the more durable

classes of goods. Tt is machinery of transport the

transport of goods and news that is chiefly responsible for

this expansion. Cheaper, quicker, safer, and more calcul-

able journeys have shrunk space for competing purposes.

Improved means of rapid and reliable information about
methods of production, markets, changes in price and
trade have practically annihilated the element of dis-

tance.

Machinery of manufacture as well as of transport has a

levelling tendency which makes directly for expansion of

the area of competition. As the spread of knowledge places
each part of the industrial world more closely en rapport
with -the rest, the newest and best methods of manufacture

arc more rapidly and effectively adopted. Thus in all

production when! loss and loss depends on the skill of the

workers, and more and more upon the character of the

machinery, every change which gives more prominence to

the latter tends to equalise the cost of production in

different countries, and thus to facilitate effective competi-
tion.

S 6. Modern methods of production have also brought
about a great expansion in the time-area of thii market.

Competition covers a wider range of time as well as of space.
Production is no longer directed by the quantity and quality
of present needs alone, but is more and more dependent
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upon calculation of future consumption. A larger propor-
tion of the brain power of the business man is devoted to

forecasting future conditions of the market, and a larger

proportion of the mechanical and human labour to pro-

viding future goods to meet calculated demands. This

expansion of the time-market, or growth of speculative

production, is partly cause, partly effect of the improved
mechanical appliances in manufacture and in transport.
The multiplication of productive power under the new

machinery has in many branches of industry far outstripped
the requirements of present known consumption at remuner-

ative prices, while increased knowledge of the widening
market has given a basis of calculation which leads manu-
facturers to utilise their spare productive power in providing

against future wants. So long as industry was limited by
the labour of the human body, assisted but slightly by
natural forces and woiking with simple tools, the output of

productive energy could seldom outstrip the present demand
for consumable goods.

But machinery has changed all this. Modern industrial

nations are able to produce consumables far faster than

those who have the power to consume them are willing to

exercise it. Hence there is an ever-increasing margin of

productive power redundant so far as the production of

present consumptive goods is concerned. This
excess^

of

productive power is saved. It can only be saved by being
stored up in some material forms which are required not for

direct consumption but for assisting to increase the rate at

which consumables may be produced in the future. In

order to make a place for these new forms of saving it is

necessary to interpose a constantly increasing number of

mechanical processes between the earliest extractive process
which removes the raw material from the earth and the final

or retailing process which places it in the consumer's hands.

New machinery, more elaborate and costly, is applied;

special workshops, with machines to make this machinery
other machinery to make these machines; there is an

expansion of the mechanism of credit, the system of agents
and representatives is expanded, new modes of advertising

are adopted. Thus an ever-widening field of investment is

provided for the spare energy of machine-production, The

change is commonly described by saying that production is
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more "roundabout." 1 A larger number of steps are inserted

in the ladder of production. This increased complexity in

the mechanism of production is not, however, the central

point of importance. We must realise that the change is

one which is essentially an increase in the "
speculative

"

character of commerce. The "roundabout" method of

production signifies a continual increase in the proportion
of productive forces devoted to making "future goods" as

compared with those devoted to making
"
present goods."

Now future goods, plant, machinery, raw material of com-

modities, are essentially
"
contingent goods

"
: their worth

or waste depends largely upon conditions yet unborn : their

social utility and the value based upon it depend entirely

upon the future powers and desires of those unknown

persons who are expected to purchase and consume the

commodities which shall come into existence as results of

the existence and activity of these future goods.
The actual time which elapses between the extractive

stage and the final retail stage of a commodity may not be

greater and is in many cases far less under the new methods
of industry. The raw cotton of South Carolina gets on the ,

wearer's back more quickly than it did a century and a half

ago. But when we add in the time-elements involved in

the provision of the various forms of intricate plant and

machinery whose utility entirely consists in forwarding
these cotton goods, and whose existence in the industrial

mechanism depends upon them, we shall perceive that the

"roundabout" method signifies a great extension of the

speculative or time-element in the market.2

7, The growing interdependeney of trades and markets,
the ever closer sympathy which exists between them, the

increased rapidity with which a movement affecting one
communicates itself to others, is another striking character-

istic of modern trade, This interdependeney is in large
measure one of growing structural attachment between trades

1 Jt ought, however, to be kept in mind that the application of the
" roundabout" method is only economically justified by a continual
increase in consumption. So iar as a given quantity of consumption is

concerned the rewilt of the "roundabout" method ii to diminish the

quantity of capital which assists to produce it.

8 Professor Bbhm liawerk shows this increased time of production
to be the essential characteristic of capitalist production. Cf. J'uitive

Tfoery of Capital
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and markets formerly in faint and distant sympathetic rela-

tionship. Formerly, agriculture was the one important
foundational industry, and from the feebleness of the

transport system the vital connections and the unity it

supplied was local rather than national or international

Now the agricultural industries no longer occupy this

position of prominence. The coal and iron industries

engaged in furnishing the raw material of machinery and

steam-motor, the machine manufacture, and the transport
sei vices, are the common feeders and regulators of all

industries, including that of agriculture. They form a

system corresponding to the alimentary system of the

human body, any quickening or slackening of whose func-

tional activities is directly and speedily communicated
to the several parts, Any disturbance of price, of efficiency,
or regularity of production in these foundational industries

is reflected at once and automatically in the several

industries which are engaged in the production and dis-

tribution of the s>eveial commodities. The mining and
in iHal industries, .shipbuilding, and the railway services are

n:<:ogmse<l more and more as furnishing the true measure
and test of modern trade; their labour enters in ever

larger proportion into the production of all the consumptive
goods.

Jiusidcs the fjunural integration or unification of industry

implied by the common dependency of the specific
trader upon thu.su great industries, th/jre are other forces

enured in iiile^nitiug groups of trades. Foremost is the

"rmmdabnut" method of production, to whidi our atten-

tion has been alieutly direr-led. Not merely does thin

capitalist system bring a number of trades and processes
umlrr the control of a single capital, as a single complex
business*, but it establish its dose identity of trade-life and
intcritstH among bnsinef.x'S, trades, and markets which

remain distinct so far as ownership and management art;

concerned.

$ ft. If we. fake: tin; mass of capital and labour composing
one of our staple protluetivn imiustrius* w shall find that it

is related in four different ways to a number of other

industries.

0) It has a mimlKtr of trades which arc directly ro-

ordmutc <-/>,, engaged in the earlier or later processes of
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_ the same consumptive goods. Thus the manu-
facture of shoes is related co-ordinately to the import
trades of hides and bark, to tanning, to the t'xpoit trade

in shoes, and to the retail shoe trade. A common .stream

of produce is flowing through these several processes, and

though from the point of view of ownership and manage-
ment there may be no connection, theie is a close identity
of trade interest and a quick sympathy of commercial lifb
at these several points.

(2) Each important manufacturing industry has a number
of industries which in their relation to il are secondary,

although in some cases, having similar relations to a number
of other trades, they may in themselves be large and import-
ant In the large textile centres are found a number of

minor industries, planers, sawyers, turners, fitters, smiths,

engaged in irregular work of alteration and repairs upon tlie-

plant and machinery of the textile factories. The sumu
holds of all important manufactures, especially those which
are closely localised.

A somewhat similar relation appertains between those

manufactures engaged in producing the main body of any
product and the minor industries, whirh .supply some slighter
and essentially subsidiary part. In rd.-ition to this m.iin

textile and clothing industries, the manufacture of buttons,
of tape, feathers, and other elements of onumu-nl ur

trimmings may be regarded as subsidiary. In thn same

way the manufacture of wall-papers or house pitint may IKS

considered subsidiary to the building trades, that of bilk-

ing to the shoe manufacture. These subsidiary trades an;

related to the primary one more or less closely, and are
affected by the condition of the latter more or kss power-
fully in proportion as the subuicliury elements they furnish art:

more or less indispensable in character. The fur ami fuathcr

trades are far more dependent upon direct forrcw of fiuiiitun

than upon any changes of price or character in the main
branches of the clothing trade. On the other bund, any
cause which affected considerably the prut- of sugar would
have a great and direct influence on the jam manufacture,
while the rise in price of tin dtte to the M'Kinlty tuiiff

caused serious apprehension to the Chicago manufacturer!
and exporters of preserved meats,

(3) The relations between one of the great arterial
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industries, such as coal-mining, railway transport, or machine-

making, and a specific manufacture may be regarded as

auxiliary. The extent to which the price of coal, railway

rates, etc., enters into the price of the goods and affects the

condition of profits in the trade measures the closeness of

this auxiliary connection. In the case of the smelting
industries or in the steam transport trades, even in the

pottery trades, the part played by coal is so important that

the relation is rather that of a primary than an auxiliary
connection *.*., coal-mining must be ranked as co-ordinate

to smelting. But where heat is not the direct agent of

manufacture, but is required to furnish steam-motor alone,

as in the textile factories, the connection may be termed

auxiliary.

(4) The relationship between some industries is
"
sympa-

thetic" in the sense that the commodities they produce

appeal to closely related tastes, or are members of a group
whose consumption is related harmoniously. In foods we
have the relations between bread, butter, and cheese ; the

relation in which sugar and salt stand to a large number of

consumables. Some of these are natural relations in the

sense that one supplies a corrective to some defect of the

other, or that the combination enhances the satisfaction or

advantage which would accrue from the consumption of

each severally. In other cases the connection is more

conventional, as that between alcohol and tobacco. The

sporting tastes of man supply a strong sympathetic bond

between many trades, The same is true of literary, artistic,

or other tastes, which by the simultaneous demand which

they make upon several industries, in some proportion

determined by the harmonious satisfaction of their desires,

throw these industries into sympathetic groups.
1 These four

bonds mark an identity of interest between different

industries.

The relationship is sometimes one of divergency or com-

petition of trades. Where the same service may be supplied

by two or more different commodities the trades are related

by direct competition. Oil, gas, electricity, as illuminants, are

a familiar example of this relationship. Many trades which

i For a full and valuable treatment of these harmonious relations,

from the point of view of consumption and production, see Patten s

Mconwiitt ofa Dynamic Society.
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produce commodities that are similar, but far from nh-n

tical in character, feel this relationship vciyluM'ly. 'lliu

competition between various kinds of food, whi' h >vitli

different kinds and degrees of satisfaction may produce
the same substantial effects, between fish and meal,
between various kinds of vegetables and drinks, <;naili*i;

us to realise something of the intricacy of Iho it'KitinrM

of this kind. In clothing we have antagonism of interests

between the various fabrics which has led to great industrial

changes. The most signal example is the ri&e of cotton,
its triumph over woollen clothes by the earlier application
of the new machinery, and over silk by llic early superiority
of its dyeing and printing processes.

1 So in u-o-nt }v;us
in the conflict among beverages, lua, and in a k-ss iiu-usim:

cocoa, have materially damaged the tfiowlh of tin: colfnj

industry so far as English cpnsumjition
is GoiH.vinnL

Where such rivalry exists, an industry iu:iy lie ;w junvf r-

fully and immediately affected by a fonw whirh raise or
depresses its competitor as by a force which directly :UU'i h
itself.

9. The growth of numerous and strongly built blriu tuul
attachments between different trades and markets related \<>
different localities implies the existence ot a

Iaij. sy,,ii in
of channels of communication throughout <nar iiidustrial
society. By the increased number and r:oiupli;xity of th r .,,.

channels connecting different markets nud liusinushi-s, iitui

relating the most distant classes of eonsunu-rs, we rjin
measure the evolution of the industi ial or^aiiisiu. Tbruimh
these channels flow the currents of modern industrial lit
nose pace, length, and regularity contrast wilh the ft-rldf
lort, and spasmodic flow of commerce in earlirr tiiih-s!

mS^i? fU
c:

nCUonal ^V of cliblrilimirin ihu.s
^pressed by Mr. Spencer:" In early l-in^Iish titiu-s thr

StoS^T 1" 1 a?d^hcr
' formtjd^M* J K-

tnbution, and remained important down to the sevt;nlmiih

century,
when not only villages, but even small um i, ,vof shops, were

irregularly supplied by luiwkrrs wh 1

1
Cf. Porter, Progress oftfo ^tion, W)p 177,3^
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and so frequent markets more and more fulfilled the purpose
of infrequent fairs. Afterwards, in chief places and for chief

commodities, markets themselves multiplied, becoming in

some cases daily. Finally came a constant distribution,
such that of some foods there is to each town an influx

every morning ; and of milk even more than once in the

day* The transition from times when the movements of

people and goods between places were private, slow, and

infrequent, to times when there began to run at intervals

of several days public vehicles moving at four miles an

hour, and then to timi'S when these shortened their intervals

and increased their speed, while their lines of movement

multiplied, ending in our own times, when along each line

of rails there go at full spued a doxen waves daily that are

relatively vast, sufficiently show us how the social circula-

tion progresses from feeble, slow, irregular movements to a

rapid, regular, and powerful pulse-,"
1

The differentiation of function in the several parts of the

industrial organism finds a partial expression in the lunili.su-

lion of certain industries. As there is growing division of

labour among individuals and groups of individuals, so the

expansion of the area of competition has brought about a

larger and larger amount of local specialisation,

Roughly speaking, this West of Knrope and of America
has specialised in manufacture, drawing nn ever larger

proportion of their fund supplies Irnm tins North West Stales

of America, from Kussia, lh<; IJitUic PIOVUN.VH, Australia,

Kj',V|rt, India, e.ti:., and their i.iw mali'iial.; of nunufarture
from the southern United Slates, South Anu:iie,;i, India, etc.,

whils these latter countries areiwbjectul to a coi respondent

specialisation in agriculture ;uul other extractive arts. If we
lake Kuropt; alone, wo find certain large i:h;iractiiri.sto

which mark out tin: Haltio trade., the
{Slack

Sea trade, the

Itanubu Iradir, the Noivvegian and While Sea trade. So the

Asiatic trade falls into certain tolerably defined divisions of

urea, as the Levant trade, the Red Sea trade, the Indian, the

Straits, and ICast Indian, the China trad;;, etc. The whole

trade of the world is thus divided for commercial purposes.*

Though these trade divisions are primarily suggested by

i vol. i. p. 500 (,jrd ciUt.)*

Fur ft detailed account uf tltc national trade divisions, cf. l>r,

Tkt QMtn Gates of Trait.
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considerations of Uanspoit rather than of the character of

production, the geographical, cliuuitic, and other natural

factors which determine convenient lines of transport are

found to have an important bearing on the character of the

production, and convenience oflumsport itself assists largely
to determine the kind of vvoik which each part of the world

sets itself to do.

The establishment of a world market for a larger anil

larger number of commodities is transforming with mar-

vellous rapidity the industrial face of the globe. This docs

not now appear so plainly in the more highly-devdupcd
countries of Euiope, winch, under the influence of half a

century's moderately fiee competition for a ICuropcan

market, have already established themselves in tolerably
settled condition.*) of special i.sed industry. Hut in the new

world, and in those older countries which an: now iast

yielding to the incursions of manufacturing ,'ind transport

machinery, the spi'daiikiiig process is milking rapid i;tii<l<:.

Improved knowledge of the world, facile communication,
an immense increase in the fluidity of capital, and a con-

siderable increase in that of labour, arc busily engaged ia

distributing the productions of tin: uorlil in unxmlanre
with certain dominant luluial condition:,. Those in-

duslrial forces which have <liiiin;> tin? l,i-,t irnfury and a

half been operative in ICn;;l;inil, diuiniiy, tin* itujjulatiuti

and industry fiom the Southern and KaMrrn counties, and

concentrating it in larger proportions in Umcashite, the

West Riding, Staflbnhhiur, and round the Northumbrian
and

(

South Wales t:oal-iieM.st Kpt.'cialising each town or

locality upon some single bianeh of the textiltf, tuetul, <r
other industries for which iu> soil, i>o.sition, or other natural

advantages made it suiluljle, arc nr>\v bugiuaing to extend
the area of their control over the wlu/le im!Uc; of the known
and inhabited globe.
As large areas of Asui, Krwlh auul (^'titrjl Aftini,

Australia, and South Ameiicu fall uiulrr the <'ontiol of

European caannercial nations, uie 0|)enetl up by steamships,
railways, tulegraphs, and are made free receptacles fur the
increased quantity of capital which is unable lu fmri u safe
remunerative investment nearer home, we are brought
nearer to a condition in whicrh th whule surfa<'*t of the
world will be disposed for industrial purposes by thcbe same
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forces which have long been confined in their direct and

l

{

*

potent influence to a small portion of Western Europe and

^ America. This vast expansion of the area of effective com-
w

petition is beginning to specialise industry on the basis of a

Y world-market, which was formerly specialised on the more
a

confined basis of a national or provincial market. So in

.

"*

England, where the early specialisation of machine-industry
11 was but slightly affected by outside competition, great
r"

changes are taking place. Portions of our textile and metal
'*

industries, which naturally settled in districts of Lancashire,
(J

Yorkshire, and Staffordshire, while the area of competition
* l was a national one,

1 seem likely to pass to India, to Germany,
n or elsewhere, now that a tolerably free competition on the

y basis of world-industry has set in. It is inevitable that with
w

every expansion of the area of competition under which
'*' a locality falls the character of its specialisation will change,
:t A piece of English ground which was devoted to corn-

growing when the market was a district one centred in the
'

county town, becomes the little factory town when com-
'"

petition is established on a national basis; it may become
a the pleasure-ground of a retired millionaire speculator
** if under the pressure of world-competition it has been
'

^ ^ found that the manufacture which now thrives there can be
* carried on more economically in Bombay or Nankin, where

<* each unit of labour power can be bought at the cheapest
l ' rate, or where some slight saving in the transport of raw
u material may be effected.

10. The question how industry would be located,
f assuming the whole surface of the globe was brought into
T a single market or area of competition, with an equal
I development of transport facilities in all its parts; or in
i other words, "What is the ideal disposition of industry in

t\ a world-society making its chief end the attainment of

industrial wealth estimated at present values?" is one to

i t which of course no very exact answer can be given. But
>f since this ideal represents the goal of modern industrial pro-

''i

112
*
Foreign competition with English textiles, though comparatively

[,.
mortem so far as thu more highly developed machine-made fabrics are

'

concerned, was keenly felt early in tlie century in hand-made goods.u
Schulze-Gaevernil* points out that the depression in work and wages

u* of the hand-loom workers in 1820 WAS due more to foreign competition
ltk it * than to the new machinery. (&er Gwssbttrieb, p. 41.)
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gress, it is worth while to call attention to the chief tlelrr-

minants of the localisation of industries under freu \\<n Id-

competition. The influences may be plareil in three

groups, which are, however, interrelated at many points.

(i) The first group may be called Climatic, the chief

influences of which are astronomical position, surfaru con-

tour, prevalent winds, ocean currents, etc. Climatic /ones

have their own flora and fauna, and so far as these enter

into industry as agricultural and pastoral produce, as raw
materials of manufacture, as sustenance of labour, they are

natural determinants of the localisation of industry, In

vegetable products the climatic zones are veiy clivnly
marked. "The boreal zone has its special vegetation of

mosses, lichens, saxifrages, berries, oats, barley, ami rye,;

the temperate zone its peas, beans, roots, hop
1

?, oats, barley,

rye, and wheat; this zone, characterised by its uxtenl of

pastures, hop gardens, and barley fields, has nlso a dis-

tinctive title in the 'beer and butter region/ The warm
temperate zone, or region of 'wine and oil,

1

is dinr;i<
4

t<jriseil

by the growth of the vine, olive, orange;, lemon, citron,

pomegranate, tea, wheat, maize, and rice; the sub-tropical
zone, by dates, figs, the vims, sugar-cane, wheat, ami mui/ts;
the tropical zones is characterised by coflVe, coma nut,
cocoa, sago, palm, figs, arrowroot, and apices; and the

equatorial by bananas, plantains, cocoa-nut, etc." 1

(2) The second group is geographical and geological.
The shape and position of a country, its relation in spare
to other countries, the character of the soil and sub-soil, its

water-supply, though closely related to climatic influences,
have independent bearings. The character of the soil, which
provides for crops their mineral food, has an important hear-

ing upon the raw materials of industry. The shape and
position of the land, especially the configuration of Us roast,
have a social as well as climatic significance, directing tin.*

intercourse with other lands and the migrations of people ami
civilisations which play so large a part in industrial history,

(3) Largely determined by the two groups of influences
named above are the forces which represent tint national
character at any given time, the outcome of primitive! rare
characteristics, food supply, speed and direction of industrial

1
Yeats, The Golden Gates of Trad*, p. 12, (|hiKji &
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development, density of population, and the various othet

causes which enter in to determine efficiency of labour.

The play of these natural and human forces in world-com-

petition leads to such a settlement of different industries in

different localities as yields the greatest net productiveness
of labour in each part.

n. But this world-competition, however free it may
become, can lead to no finality, no settled appointment of

industrial activity to the several paits of the earth. Setting
aside all political and other non-economic motives, there are

three reasons which render such local stability of industry

impossible.
There is first the disturbance and actual loss sustained by

nature in working up the mineral wealth of the soil, and the

flora and fauna sustained by it, into commodities which are

consumed, and an exact equivalent of which cannot be

replaced. The working out of a coal-field, the destruction

of forests which reacts upon the elementary climatic

influences, are examples of this disturbance.

Secondly, there is the progress of industrial arts, new
scientific discoveries applicable to industry. There is no
reason to believe that human knowledge can reach any final

goal : there is infinity alike in the resources of nature and
in the capacity of the development of human skill.

Lastly, as human life continues, the art of living must

continually change, and each change alters the value

attached to the several forms of consumption, and so to the

industrial processes engaged in the supply of different

utilities, New wants stimulate new arts, mw arts alter the

disposition of productive industry, Riving value to new

portions of Ihe earth. Ignoring thosn new material wants

which require new kinds of raw material to be worked up
for their satisfaction, the growing appreciation of curtain

kinds of sport, the love oi fine scenery, a rising value s<;t

upon healthy atmosphere! are beginning to exercise a more
and more perceptible influence upon the localisation of

certain classes of population and industry in the more

progressive nations of the world,

g 12, The same laws and the same limitations which are

operative in determining the character and degree of special-

isation of countries or large areas are also seem to apply
to smaller districts, towns, and streets* Industries engaged
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in producing valuable, duralili! niatnrial nhjerts in wide

demand are locally specialised ;
thns<; unveil in

^imviilinj;

bulky perishable non-material goods, or i;uuils in narrow

demand, are unspccialised, England, whe.ro internal inter-

course has been most highly developed, and where internal

competition has been freest and keenest, shows th? nu^t

advanced specialisation in several of its .staple industries.

The concentration of cotton spinning in South Lancashire

is an example, the full significance of which often e..srapes

notice, From the beginning South Lancashire was tli

chief seat of the industry, but it is now far more ronri>n-

trated than was the case a century ago. Several of trm

most valuable inventions in spinning wer first applied in

Derbyshire, in Nottingham, at ISirmin^hum, and in Scotland

Scotland then competed closely in wwiving with
Lancashire,

Now the Scotch industry is confined to curtain spettuilities.

In spite of the enormous growth of the manufacture, the

local area it covers is even narrower than last century,
Within Lancashire itself the actual area of production has

shrunk to some 25 square mil us in the extreme south, while

the two great cities are further specialised Liverpool as the

market for cotton, Manchester for yarn and cotton Hoihs,

Moreover, the localisation of various department,
1

; of th

trade within Lancashire is still more rcninrkiiblir. Not only
have the old mills in which .spinning and weaving wen;
carried on together given way before division of labour, hut

the two processes are mostly conducted in different districts,

the former in the towns immediately around Manchester,
the latter in the more distant northern circuit* Nor is the

specialisation confined to this.
Spinning

is n^ain divicltrd

according to the coarser and finer qualities of yarn. Tins

Oldham district, with Ashton, Middlctoii, and other towns
south of Manchester are chiefly confined to the medium
numbers. Bolton, Chorley, Preston, niul other northern
towns undertake the finer numbers. In weaving then:
is even more intricate division of labour, each town or
district specialising upon sonic particular line of goods,

1

Moreover, it must be borne in mind that the substitu-

tion of the factory for thn domestic system ami the

1 Cf, SchuJre-GaevcrnitjR's ininulf invest itfil inn of llii wlinlr ul>j>rf,
TV?- Gtvssfo/fft'A, pp. y,s, <)rj, ,.(r. Also el. Hnlm in thiti\k /u,tu\tnf\*
ctliled by Professor W. J . Ahhliqr.
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continual enlargement of the average factory indicates

an important progressive concentration. So the cotton

industry does not in fact cover nearly so large a local

area as when it was one-hundredth the size. The same
is true of the other chief branches of the textile and
metal industries. Nor is it only in the manufactures that

towns and districts are closely specialised. The enormous
increase of commerce due to machinery of manufacture and
of transport requires the specialisation of certain towns for

purely commercial purposes. London, Liverpool, Glasgow,
and Hull are more and more devoted to the functions

of storage and conveyance. Manchester itself is rapidly

losing its manufacturing character and devoting itself almost

exclusively to import and export trade. The railway service

has made for itself large towns, such as Crcwe, Derby,

Normanton, and Swindon. Cardiff is a portentous example
of a new mining centre created when the machine develop-
ment of England was already ripe.
The specialisation of function in a large town is, however,

qualified in two ways. The strong local organisation of a

staple trade requires the grouping round it of a number of

secondary or auxiliary trades. In large textile towns the

manufactures of textile machinery, and of subsidiary

materials, are found. The machine-making of Manchester

is one of its most important industries, furnishing the

neighbouring textile towns. Leeds is similarly equipped
for the woollen trade. This is one of the respects in which

the superior development of the English cotton industry

over the continental ones is indicated. In Alsace alone of

the continental centres has the concentration of industry

advanced so far as to furnish a local machine industry

specially devoted to cotton machinery. Germany is still

largely dependent upon England for her machines. * So

likewise with regard to co-ordinate trades, there is an

advantage in the leading processes being grouped in local

proximity, though they are not united in the same business.

Thus we find dye-works and the various branches of the

clothing trade largely settled in the large textile towns,

such as Leeds, Bradford, Manchester, I3olton. The
^

unit

of local specialisation is thus seen to be not a single

1 Schulze-Gaevernitz, p. no.
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trade, but a group of closely allied trades, co-ordinate,

dependent, and derivative.

Round some large industries in which men find employ-
ment minor parasitic industries spring up stimulated by the

supply of cheap abundant labour of women and children,

In metal and machine towns such as Birmingham, Dudley,

\Valsall, in Newcastle-on-Tyne, and other shipbuilding

towns, where the staple industries are a masculine mono-

poly, textile factories have been planted. The same
^

holds

of various mining villages and of agricultuial villages in the

neighbourhood of large textile centres. There 5s in the

midland counties a growing disposition to place textile

factories in rural villages where cheap female labour can be

got, and where the independence of workers is qualified by

stronger local attachments and infeiior capacity of effective

trade union organisation. As textile work passes more and
more into the hands of women,1 this tendency to make it

a parasitic trade thriving upon the low wages for which

women's labour can be got where strong and well-paid
male work is established, will probably be more strongly

operative.

13. The specialisation of cei tain districts within the town,

though far less rigid than in the mediaeval town, is very
noticeable in the larger centres of industry. Natural causes

often determine this division of localities, as in the case of

the riverside industries, brick-making and market-gardening
in the outer suburbs. Round the central station in every

1 The following table* shows the proportions of females in 1000

occupied persons in the chief textile industries of Kngland and Wales,

* tetwia/ Atywt of CV/u/u1

, p. 86*
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large town, for convenience of work and life, settle a

number of industries related to the carrying trade. Every

trade, market, or exchange is a centie of attraction. So
the broking, banking, and the general financing businesses

are grouped closely round the Royal Exchange. Mark Lane
and Minciny Lane are centres of the corn and tea trades.

In all town industries not directly engaged in retail distribu-

tion there are certain obvious economies and conveniences

in this gre^ariou&ncss. Agents, travellers, collcctois, and
others who have relations of sale or purchase with a number
of businesses in a trade find a number of disadvantages in

dealing with a firm locally detached from the main body, so

that when a district is once recognised as a trade centre, it

becomes increasingly important to each new competitor to

settle there. The larger the city the stronger this force of

trade centralisation. Hence in London, untrammelled by

guild or city regulations, M*e find a strong localisation of

most wholesale and some retail businesses. In retail trade,

however, the economic gain is less universal. Since retail

commodities are chit-fly fur use in the home, and homes
are widely distributed, the convenience of being near one's

customers and away from trade competitors is often a pre-

dominating motive. Shops which sell bread, meat, fish,

fruit, groceries, articles which are bought frequently and

mostly in small quantiticR, shops wiling cheaper articles of

ordinary consumption, such as toluieeo, millinery, stationery,

and generally shops selling articles for domestic use, the

purchase of which lulls to women, are widely dispersed.
"

On
the other hand, where the articles are of a rarer and more

expensive order, when it is likely that the purchaser will

seek to compare price and rhunicUT of wares, and will pre-

sumably be willing to make a special journey for the purpose,

tho centralising tendency prevails in retail trade. So we

find tho vendors of carriages, pianos, bicycles, the heavier

articles of furniture1

, jexvellery, second-hand books, furs, and

the more expensive tailors imd milliners clustering together

in a special street or neighbourhood.
Effective competition in retail trade sometimes requires

concentration, sometimes dispersion of business. JJut the

most characteristic modern movement in retail trade is a

combination of the centralising and dispersive tendencies,

and is related to the enlargement of the business-unit
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which we found proceeding evci) where in industry, The
large distributing company with a number of local blanch

agents, who call regularly at the house of the con-

sumer for orders, is the most highly organi&cd form of
retail trade. In all the departments of regular and general

consumption the movement is towaids this constant house-
to-house supply. The wealthier classes in towns luue

already learned to purchase all the mote pciishable forms of
food and many other articles of house consumption in this

way, while the growing facilities of postage and conveyance
of goods enable them to pui chase fiom a large cential stoic

by means of a price-list all other consumables into which
the element of individual taste or caprice docs not largely
enter. This habit is spreading in the smaller towns among
the middle classes, so that the small dispensed retail

businesses are becoming more and more dependent upon
the supply of the needs of the working classes, and of such
articles of comfort and luxury as may appeal to the less

regular and calculable tastes of the moneyed classes, Ju.st
as in towns we have a constant automatic supply of water
and gas instead of an intermittent supply dependent on a
number of individual acts of puichusc, so it seems likely
that all the routine wants of the consumer will bo
supplied.
How far mechanical inventions may be applied to increase

the facility and cheapen the cost of this distribution it is

difficult to say. The automatic machine for distributing
matches and sweetmeats is adaptable to most forms of
routine consumption. In the larger stores many kinds of

labour-saving machinery are already applied, As steam or
electric power is adopted more widely in the local transport
seivices the retail distribution of goods from a largo binglu
centre is likely to proceed apace, and a displacement of
human labour by machinery similar to that which is taking
place in manufacture will take place in distribution- So far
as the wants of large classes of the public become regular
anrl their consumption measurable in quantity, machinery
will

unquestionably take over the labour of distribution,
especially in the large towns which ate absorbing in a way
convenient for mechanical distribution a larger proportion
of the consuming public. With each new encroachment of

machinery into the domain of the distributing trades the
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characteristics nf machine-industry, enlarged mass of the

business, increased area of the market, increased complexity
of relations to other trades, increased specialisation of local

activity will be clearly discernible.
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We thus sea in thu sovoral dc|jartmi:nts of industry, under

tha pressure of the same economic forces, an expansion of
M/C, a growing complexity of structure and functional

activity, and an inrrcased roht/sion of highly differentiated

parts in the business, the market, and in that aggregation of
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related trades and markets which forms the world-industry.
The physical instrument by which these economic forces,

making for increased size, heterogeneity, and cohcsh Li-

ness,
1 have been able to operate is machinery applied to

manufacture and transport. Moreover, each new encroach-
ment of machinery upon the extractive and the distributing
industries brings into prominence? within these processes
the same structural and functional characteristics.

1 In a free application of Spencer's formula of evolution to modem
industry I have not included the quality of "

di'flnitcnehs" wliir*h cl*i'.

reflection shows to possess no property which is not included under

heterogeneity and cnliesivcness.



CHAPTER VII.

COMBINATIONS OF CAPITAL.

r. Competition intensifies with Modem Capitalism.
2. JSxferimmts in Combination. The Birmingham Al-

liance.

g 3.
" Poofs" In American Metal Trades,

4. Conferences in Railroads and Shipping. Insurance
Pools.

5.
<( Corners" in Markets.

S x. The increased size and complexity of the business-

unit in those industries where the concentrative force of

capitalism has operated cause changes in the relations

between businesses contributing to the same market.

When the growth in the normal size of the business is

attended by a corresponding expansion of the market, the

total number of competitors may remain as large as before,

and the terms of their competition may remain unchanged.
Wut in most branches of capitalist industry the market does

not continue to expand as fast as the size of an effective

business, so that the number of effective competitors in a

market tends to be smaller. So long as the competition

among the smaller number of large competitors remains as

"free" as formerly among a larger number of small com-

petitors, no radical alteration in the structure of the market

takes place. All the productive economies tend as before

to pass into the hands of the consumer in reduced prices of

commodities. Nay, more than this, a competing firm cannot

even keep to itself the advantages of some private individual

economy if its competitor possesses some other private

economy of equal importance. If A and B are two closely

competing firms, A owing a special machine capable of

earning for him 2 per cent, above the normal trade profit,
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and B possessing an equal advantage in a supply of cheaper

labour, these private advantages aie cancelled by com-

petition, and pass into the pocket of the consuming public

through reduced prices.

There is every reason to believe that with a diminution

in the number of competitors and an increase of their size,

competition grows keener and keener. Under old business

conditions custom held considerable sway; the personal
element played a larger part alike in determining quality of

goods and good faith; purchasers did not so closely com-

pare prices; they were not guided exclusively by figures,

they did not systematically beat down prices, nor did they
devote so large a proportion of their lime, thought, and

money to devices for taking away one another's customers. 1

From the new business this personal element and these

customary scruples have almost entirely vanished, and as

the net advantages of large-scale production grow, more
and more attention is devoted to the dircrt work of com-

petition. Hence we find that it is precisely in those trades

which are most highly organised, provided with the most
advanced machinery, and composed of the largest units of

capital, that the fiercest and most nnscirnpulwis competition
has shown itself, The exact part which machinery, with

its incalculable tendency to over-prodiH'tion, IMS pltiycrl in

this competition icmain.s for later rornideralion, IJ<;t*Mt

is enough to place in evidence the acknowledged far.t thai

the growing scab of the business has intensified and not
diminished competition. In the great machine industries

trade fluctuations are most severely fisltj the smaller
businesses are unable to stand before the tide of depression
and collapse, or are driven in self-defence to conlusre. The
borrowing of capital, the formation of joint-stock enterprise
and every form of co-operation in capital 1ms proceeded most
rapidly in the textile, metal, transport, shipping, and machine
making industries, and in those minor mamifitotunfs, Ktich as

brewing and chemicals, which ruquin: largo qiiauliLhfi of ux-

pensive plant. This joining toother of small capitals to
make a single large capital, this .swallowing up of small by

1 Thwo slill survive; In rciltiiu nM-fushinjiC'l trarli"; Amis which tin

business without formal wiitlcn contracts, ami wliirh wnultl Iw .v.haiwd
lo take a lowisr jivicc than tliuy liatl at fu.l n-.LH, nrh^ecl; lolieat
down (mother's pite.
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large businesses, means nothing else than the endeavour to

escape the risks and dangers attending small-scale production
in the tide of modern industrial changes. But since all are

moving in the same direction, no one gains upon the other.

Certain common economies are shared by the monster com-

petitors, but more and more energy must be given to the

work of competition, and the productive economies arc

partly squandered in the friction of fierce competition, and

partly pass over to the body of consumers in lowered prices.
Thus the endeavour to secure safety and high profits by the

economies of large-scale production is rendered futile by
the growing severity of the competitive process. Each

big firm finds itself competent to undertake more busi-

ness than it aheady possesses, and underbids its neigh-
bour until the cutting of prices has sunk the weaker and
driven profits to a bare subsistence point for the stronger

competitors.
2. The intensity of competition thus generated under

developed capitalism, when a few large businesses find an

increasing difficulty in disposing of their full output regu-

larly and at a profitable price, drives the competitors to

seek some arrangement with one another which shall

mitigate the severity of the struggle.
These anangemcnts are primarily directed to restrain

underselling by fixing price-lists, and when necessary and

feasible, by n^ulalinf* output: firms do not cease to com-

pete, but endeavour to limit the terms of their competition.
There is of course nothing nr:w in this: in local industries,

especially where gooilK lire solil directly to consumers, prices
never have bcrn fixed l*y "free" competition; the regula-
tions of Guilds and of Assizes havo always been succeeded

by conspiracies among local vendors to hold up prices. In

the ttise of large capitalist industries the necessary
mechanism of the market for buying raw material and for

selling their product, the Corn or Cotton ICxchange, the

Clearing House for Kuilronds or ISanks, the necessary

organisation of the trade for obtaining quick and sure

inttilligowe fin matters of common trade interest, the

growth of Wage Hoards and other machinery for dealing
with labour,- -nil these, form a basis of association which

can be utilised for regulating competition.
The earliest stage is one of informal agreement, starting
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first among competing firms of a particular locality, and

gradually extending so as to cover the entire tiade, rn a

sufficient proportion to give the required control of price.

This has been the typical movement in the British iron,

steel, and engineering trades during recent years.

The statement of a representative trade journal in iRyK
accurately conveys the state of those trades* * c Wc have

now in operation agreements or undeistanclings as to prices
in the rail, ship-plate, boiler-plate, bar iron, and othrr

branches of the iron and steel trades of this country by
means of which prices arc fairly well maintained and

cutting is largely prevented,"
1

Amid other schemes of combination or amalgamation
Vrhich are in progress in the metal, textile, and olhrr staple

manufacturing and commercial induslriua in Urit.'iin IhusH

experiments for regulating prices by informal agreements
are everywhere rife. Their success or failure dfqutndii in

the main upon two conditions -first, the proportion of the

total trade commanded by a few great competing firms
;

second, the state of the market as regards supply, W!it.*n

as in most departments of the British uwtal and enginwrhiij
trades, a few gigantic businesses dominate the mrukct, tint

existence of a huge number of small linns doing for the
most part a purely local business-, nml not prevent the

maintenance of a successful pri'V list. On tin- other hand,
an overstocking of the market, dim to ;i l.irg*i improvement
of productive plant or a <:ollapsu in di,*m:inrl k may easily
knock the bottom out of siu-h an "agrix-incut" antl lead to

secret or even open underselling.
The rapid changes, alike in rapanty of production ami

in volume of demand, which are <:hrr:ir:l;risti<: of niodi-m

markets, afford littl<j security to h
.'igroniuiiits

"
of compi'tin-;

firms unless jiccoinpnniud by soin<j <;fiVftiv(s ^uanintc<:,s or

penalties for infringcmcuit of the condition*; f>f the
mcnL In order that agreements to niiiintuin pro
prices may have any chance of enduring surahs it is

reived that they must be arx'ompanied by provisions for this

regulation of output, or for the proportionate distribution of

*|
orders." In mining and manufacturing businesses limita*

tion of "
output

"
is in some countries the 1 KIMS ofan rflVi live

1 />wi rfW
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agreement In England, however, little recourse ha*? yet been

had to this method of maintaining prices. When, as recently
in the Lancashire cotton industry, competing firms have

agreed to work short time, the policy has been arl opted not

in order to hold up prices, hut to deal with a passing

emergency due to a short supply of material. Although
more than once in the South Wales coal trade the proposal
has been made to limit the output and to distribute the

orders among the various collieries, no experiment upon
these lines has been tiied.

But while most of the important Biitish manufacturing
industries are experimenting upon "informal agreements,"
a number of smaller tiades, especially in metal industries,

have been seeking a firmer basis of association. " The
Birmingham Alliance "is the name given to a species of

combination, which, starting in the iron bedstead trade in

1890, was adopted by various minor branches of metal

manufacture in the Midlands, and later by the dyeing trade

of the West Riding and a few other industries of the second
rank. Its prime basis was a formal agreement among the

members of the Employers' Association to adopt a scientific

system of "cost-taking," to add an agreed poition of profit
to the true cost, and thus to reach a price-list to which

every member should bind himself to adhere. The novel

portion of the scheme lay in the extension of the combina-
tion so as to include labour. The Employers* Association
entered into an alliance with the Trade Unions, signing a
formal agreement whuruby each employer bound himself to

employ union members otily, while the Track Union bound
itself only to supply mm to employers who were members
of the Association. On th basis of a certain permanent
addition to existing wages a sliding scale was fixed, whereby
future wages rose and full in direct proportion to profits*
The whole schatnu was rlinrhcd by a Conciliation Hoard

upon which employers and workers wore equally repre-
sented, with provision, when neci'Ksnry, for impartial
arbitration. If an employer broke away from the Alliance
or violated his pledges, the Hoard "called out" his work-
men. The outside competitor was to be met "by well-

nrrangocl, careful, judicious, and systematic underselling,
until he is compelled cither to retire or to come to terms,"
A fighting fund was raised to deal with such cases, and a
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system of "rebates" was added in order to detach customers

from foreign makers.

For several years the plan was successful in the bedstead

and several other trades : prices were raised, profits were

high, and large bonuses were added to wages. Dut the

high profits were found in time to overstrain the economic

strength of the Alliance, disloyal members of the Associa-

tion began to practise under-selling by false invoices or

secret commissions, while outside competition began to

assume too formidable dimensions. As a result of this

demoralisation, in 1900 the Bedstead Alliance broke down,
followed or preceded in its fall by most of its imitators.

3. This experiment serves to show that not even a

formal agreement among firms as to selling prices is capable
of being maintained unless the Association possesses some
direct control over the output of the several firms, and can

easily detect and adequately punish infractions of the agree-
ment. A number of interesting experiments in Industrial

Pooling in the United States are expressly directed to

discover and test the best methods of maintaining such

agreements.
41 Manufacturers desiring to form a pool usually create

an unincorporated organisation, such as the Ilcssutnur

Steel Association, lh Merchants' f)rr Association, or tins

Steel Rail Association. All ogive to maintain a KrhnluU;
of prices fixed by the Association and to limit thuir pro-
duction accordingly. Kach manufacturer is allowed to

produce (or sell) only a certain percentage of the whole

output, depending upon the capacity and advantages of his

plant To prevent violation of the agreement, a money
deposit is often required from each, forfeitable to tlu;

Association," 1

Expert accountants are employed: fines are imposed
upon firms pi educing moic than the allowed pemmta^c,
a corresponding bonus being paid to those producing less.

Prices and allotments of output arc arranged each November
or December for the following year. A territorial division
of the market is frequently practised As a rule, local

prices are arranged, by first fixing a uniform fudory price,
1 W. K. liulclicr in an article tin

" Induct iinl I'miling" (Quar/frfr
Journal ef JKcoxomicS) Nr>v, 1904), from which the following jariicutars
are also taken,
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and then adding a freightage from factory to the place of

sale.

Several variations from this general type are extant.

"Several pools have omitted the*feature of percentage allot-

ments, and have placed a tax upon all manufacturing."
Another device is the joint sales agent. The combining
firms agree to use a single party for their sole sales agent,
he contracting with each of them separately, but fixing a

uniform selling price. "Another form of pool is based on

patents essential to the manufacture of the article. The

patentee sells the rights of use, for a uniform royalty, to all

who apply. He also limits the quota to be produced by
each firm, above which amount the royally increases

rapidly.
1

The steel and iron trades in the United States are honey-
combed by such pools. The ore when dug is handled by
an Association, claiming to fix prices and regulate output.
In the manufacture of pig-iron an Association arranges prices

among furnace men. Steel billets were pooled in 1896, and

again since 1900; so also with heavy materials such as steel

rails, beams, angles, bars, etc., and light materials such as

chains, bolts, pipes, and tubing.

Few, if any, of these pools can be regarded as stable

organisations. Their frequent collapse is regarded by Mr.

Belcher as the natural result of early attempts at overgrasp-

ing by rises of prices. The chief interest which attaches to

them is due to the fact that, like the English Alliances,"

they represent endeavours of manufacturers engaged in

capitalist industry to secure an element of monopoly profits

without abandoning the independent ownership and control

of their seveial businesses.

g 4. The largely developed capitalism of the transport
trades by rail and water has led to the adoption of methods
of agreement in regulation or restraint of competition more

enduring and successful than those agreements of manufac-

turers just described. In Great Britain and the United

Slates, the two chief nations where railroads have been left

to "private enterprise," railroad companies exposed to keen

competition have organised common systems of rates for

1 The Consolidated Seedless Raisin Co, and the National Harrow
Co. arc named as of this order of "

pool."
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freight and also for passenger traffic. In Great Britain

these agreements to regulate "competition" aie openly

recognised, in America they are illicit, but operative all the

same. The English method is by Conferences, of which

there are two principal oncks "The English and Scotch

Traffic Rates Conference" and "The Normanton Confer-

ence."
" The English and Scotch Conference is composed

of representatives (who arc usually the chief goods managers)
of all the companies, both English and Scotch, who are in-

terested in the carriage of goods between places in England
and places in Scotland by the various routes. These repre-
sentatives meet once a month, and deal with all questions

arising in connection with the making of new rates or the

alteration of existing rates for competitive places between

which more than one company can carry. The Normanton

Conference, which was originally established lo control the

rate for a certain district of which NoruiaiHon, where its

meetings were formerly held, was a convenient centre, has

gradually so much extended its scope that it is now com-

posed of representatives of nearly every company of any
importance in England, and governs almost the whole of

the competitive rates which arc not dealt wilh by the

English and Scotch Conference." 1

The fixing of rates is sometimes supplemented by a further

plan, which brings the agreement into closur resemblance
to the industrial pool above described* This is known as

the "Percentage Division of Traffic." "Supposing that

there is a certain traffic to be conveyed between two towns
or districts, and that there are two or more: railway com-

panies, each having a route of its own by which it is enabled
to compete for the traffic. An agreement is come to that

the receipts derived from the whole of the traffic: carried by
all routes shall be thrown into a common fund, and that

each company shall bo entitled to a certain percentages of

the whole. . , . The percentages are usually adjusted on
the basis of past actual earnings, but in settling the terms of

the agreement due weight is accorded lo any prospective

advantage which may entitle one company lo claim a larger

proportion than it has carried in thu past."
1*

1
Sir G. OTndlay, T/te Working and Mana&cmtnt of an English

Railway, p, 265.
9
Findlay, p. 267,
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In America, where all positive rate-agreements between

competing railroad corporations are illegal, the machinery
for such regulation is more informal and hidden from the

public eye, but there can be no doubt that recourse is

continually had to rate-fixing, and even to the pooling of

business among competing roads.

"It is idle to say that where such a condition exists,

where, for example, every one of the numerous lines trans-

porting grain from Chicago, St. Louis, and kindred points
to the Atlantic seaboard advance their rates upon the same

day and by precisely the same amount, there has been no

understanding between those companies. Nor do the

carriers, as a rule, deny such concert of action, but they
insist that it does not proceed to the point of an unlawful

agreement"
1

The term Conference is also used to describe the organi-
sation by which computing shipping companies maintain

fixed rates, and preclude outsiders from entering their trade.

A Conference is an arrangement among the leading lines of

steamships, plying on a particular sea routi;, to charge a

fixed "Fair" rate for freight and passenger traffic. Such an

arrangement can only be effective on condition that all or

nearly all the regular lines come into the Conference. For

the power of a Conference is exercised directly on the

shippers by means of a " rebate" system, which operates

partly as a bribe*, partly as a menace, inducing shippers to

do business exclusively with inenihers of the Conference.

The system nppcnis to" have begun in the China trade, and
the following circulars illustrate its working as early as

1884:--
"To those exporters who confine their .shipments of tea

and funeral cargo from (Iliina to Kurope (not including the

Mediterranean anil IMade Sen. ports) to the Peninsular ami

Oriental Steam Navigation Company's, M.hajjeries Mari-

time Company's, Oivan Steamship Company's, (lien, Castle,

Shire, and Ben lines, anil to thu Steamships OnparJk and

Ningehow, ww shall be happy to allow a, rebate of 5 per cent,

on the freight charged." Another nrrular issued by the same

Conference in 1885 states that "shipments for London by
noEi'Gcmfercnce steamers, at any of the ports in China or

*
Rtftrt *f Juttr'St#tt Comment Vomwiuitnfor *w3t p. 15-
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Hong-Kong, will exclude the firm making such shipment
from participation in the return during the whole six-

monthly period within which they have been made, even

although the firm elsewhere may have given exclusive

support to the Conference lines." 1 The object and effect of

this method is to confine traffic to Conference lines with

agreed rates, and to preclude "tramp" steamers or sailing
vessels from calling in and taking business cither at the

Conference rates or at reduced rales.

The usual method has been for the steamship lines to

charge, in addition to the freight rate, a "primage" of 10

per cent., with the understanding that after a stated time

(say six months) they would refund the "primage" to

shippers who had not shipped by "outside" steamers.

Since ocean routes are international highroads, .such Con-
ferences have naturally expanded beyond the limits of a

single nation, and English, French, German, Dutch, and
American companies have been drawn into the system,
which has been extended from the Far East trade to the

Cape, West Indian, Australian, Ninth American, and South
American trades. In the case of the stronger Conferences
the "monopolies" thus established rest, not merely upon
the system of rebates, but upon Post Office and other

public subsidies, and upon port facilities which give them
an advantage over outside companies.
The substantial identity of this method of limiting com-

petition with that employed by railroads is admitted by the
Chairman of the P. and O. Company in the following
terms:- "It was not possible profitably to carry on ship-
ping business unless there was uniformity of tariffs settled

by a 'conference' of the shipping companies. These
conferences might be compared to the agreements which
existed between the various railway companies of the
United Kingdom. Railways charged identical rates when
running between the same points, although they competed
in speed, train accommodation, and general facilities. This

was^ exactly
what the steamship companies did." 8

The form of combination in which competition is most
rigorously limited, and business independence reduced to

1
Quoted MacrosLy, p. 157.

* Annual meeting (quoted 1Macrosly, p. 158).
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its lowest terms, is found in certain blanches of the insur-

ance business, notably in British Fire Insurance. The
entire trade is in the hands of a very small number of

companies, who organise a strict set of rates with heavy
penalties for proved infractions, and agree to share the
business which comes into each company, distributing it in

a fixed proportion among the various companies. This

system of rc-investmcnt, designed primarily to equalise

risks, serves likewise to equalise business, leaving to the

several companies a competition virtually confined to

economies of collection and office administration, There
is only one price offered to the insurer, though slight varia-

tions in the form of policy and mode of payment are

doubtless utilised by the agents of the several companies to

secure for their firm the initial handling of business.

5. AH the forms of combination in restraint of competi-
tion hitherto examined fall short in some measure or respect
of an entire amalgamation or identification of interest

among the combining businesses*

We must now proceed to consider cases where restraint

of competition is pushed to an amalgamation which either

merges the hitherto independent businesses or identifies

their profitable interests. Such amalgamation or identifica-

tion may be temporary, for the purposes of a single business

coup or a series of tottfs9 in which case no merger of

economic or legal structure takes places ; or it may be per-

manent, involving a disappearance of the economic and
Mhintiliuies of the legnl entity of the .several businesses.

A temporary "coinhiue" of normally competing busi-

nesses in order to "ri^ the market,
w "corner "the supply,

hold up prices and take monopoly profits, though a frequent

phenomenon in modern business enterprise, need not detain

us long, Sudi "corners" are commonly contrived by
securing in tho transport or mercantile stages through which
some commodity passes from the farm, mine, or mill, to the

wholesale or relail market, a control of the whole supply,
or a MiflinVnlly large proportion of the supply, to give a

mastery over selling prices.

The typical cxmier is a financial movement on one of the

produce tnnrkt'ti by which Hut wheat or cotton crops, or

some otlur important supply oJF food or law matciial, \\\

held up for a time by speculators who hope by niunopolis-
12
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ing the supply to compel mei chants or other speculators,
who have bound themselves to deliver quantities of this

commodity at a given date, to buy it from them at ;i grtat'ly

enhanced price.
The following description of a corner in wheat will soive

for an example :

"The man who forms a corner in wheat, first purchases
or secures the control of the whole available supply of

wheat, or as near the whole supply as he can. In addition

to this he purchases more than is really within reach of the

market by buying 'futures,' or making contracts with

others who agiee to deliver him wheat at some future time.

Of course he aims to secure the gicalcr part of his wheat

quietly, at low figures; but after he deems that thn whole

supply is nearly in his control, he spreads the news thai

there is a 'corner' in the mailed, and buys openly nil the

wheat he can, offering higher and higher prices, until li"

raises the price sufficiently high to .suit him. Now the men
who have contracted to deliver wheat to him at this dale

are at his mercy. They must buy their whe.al of him at

whatever price he chooses to ask, awl deliver it ns soon :ts

purchased, in order to fulfil lht;ir rontiurls. Menu while

mills must be kept in operation, and the millers have to pay
an increased puce foi win at; they rhnri't; the l.'uker.i higher

prices for flour, and the bakers mise. tltr priw of IIP -ml

Thus is told by the hungry itumtlis in the p'or man's home
the last zu;l in the Iragcdy of llus corner." 1

While most of these oorneis organised by {manners jtte

short-lived deals, it sometimes happens that a more durable,

"combine" is alUwpUid, nions m'iiily resembling thu *'in

dustrial pools" already described, A Magta ilhisimtion of

this method will suiiird irom tin;
"
Topper Syndiejile/' whieh

for some time traded us "
I;i Souclo Jndiitttrielle. ('ouiinei*

dale de Miitaux." Its iii^tory in Inief was this: A body of

French capitalists, for llu; most \tuit not owners </f unites
or metals, but speculators pure ;m\\ simple, plim-d in ;\

common fund a sum of motu-y wilh the iiuentiou of Corner

ing the supply of tin, Jieiore compli-iin^ this deMj-.u they
were diverted into a larger spi-ruLuion in (In*

'

fnppc'i

i T\wttf nrnl, nf comv, Ii" im ncfu:il itivirinn nl f/mtl, iitlo ilir

possfSsinii ni tin- Kinf'i ilu- cVii'u-' of tin*
inuiinji'ily iniri.i-, in tlin

control, not in the possession ui
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market. In 1887 they entered into contracts with the

largest coppei -producing companies in various countries,

agreeing to buy all the copper produced for the next three

years at an agreed price, with an added bonus equivalent to

half the profit from the sale of the same. In 1888 the

Syndicate sought to extend its contracts with the chief

mining companies to cover a period of twelve years,

arranging with them also to limit the output of copper.
For some time lh r<

y held the market in their grip, and

pi ices advanced considerably. TSut, partly owing to a

failure to complete their contracts securing a reduction in

output, and partly from inability to meyt current liabilities,

the corner was broken down in iSSy, and the artificially

inflated prices fell.

Other more durable "corners'
1

or "combines" formed
not by outside speculators but by merchants and manu-

facturers, resemble more nearly the Industrial Pools already
described. Such, for example, was the famous "

Big Four
Cattle Combine:" in Chicago, by which Messrs. Armour,
Swift, Mnnis. ;ind Hammond controlled the cattle and moat
trade over a lnt;;ti part of the United States, fixing alike the

prices paid lr> fanners for ratlin and the retail prices for

beef paid by consumers*

These early experiments in temporary or partial com
lunation among firms independent in ownership and profit-

able interests', though they are disturbing elements of

cnnHiilntalib* magnitude at the present time, have no
or enduring importance as forms of capitalist association,
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CHAPTER VIII.

CARTELS AND TRUSTS.

T. Growth ofstablerforms of Combination
2. Structure of the German Cartel.

3. The economic nature of a Trust.

4, Classification and spread oj Trusts.

5. Monopoly power of Trusts.

0. Economy of large capital no sufficient basis for
monopoly.

7. The chiefeconomic origins and supports of monopolies,
8 8. Tariffs thefoster-mother of Trusts

jj 9. The railroads as supports of Trusts.

i o. Transport conjoined with sources of natural supply.

$ ii. Business genius as a basis of Trusts.

g 12, Horizontal and latet a! expansion vf Hit Tnttf.

8 13. Circumstancesfawnring Trusts in U.S.A.

$ 14. Origin of Combines in Gnat Britain,

$ 1 5. Trusts in Great tiritam.

g i (i. Monopolies in tfi& Arts and l^rofissions*

S 1 7. Intertiational Trusts.

1 8. General summary of the extmt oj the Trust power.

i. The economic object of all the "agreements,"
"alliances,"

"
combines," "pools/' and "corners" de-

scribed in the last chapter, is to establish some form or

degree of "monopoly," the owners of the supply agreeing
upon a soiling price, and refusing to compete by under-

selling one another. In most cases, where a lasting control
of the market is sought, the agreement between the busi-
nesses seeks to impose some regulations upon output,
implying a certain amount of control over the conduct of
the sevcrnl businesses by the "combine."

From the standpoint of economic structure and function
the difference between these "combines" and the com-
plete amalgamation of a Trust is only one of degree, alike
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as regards (a) control of selling price, and (fl) loss of inde-

pendence in business control. Legally the difference no

doubt is large, for whereas the Trust generally assumes the

foim of a publicly authorised corpoiate body (though the

legality of particular forms may be contested), the partial or

temporal combinations aie in almost every instance extra-

legal or actually illegal.

A half-way house between the informal combinations we

have been considering and thu "Tmul," or other complete

amalgamation, is the "CaituI," as found in Germany,
Austiia, Belgium, and other Continental European coun-

tries. Though their progeners may be traced far back in

Dutch and German industrial history, their present shape
and importance aie quite modern. Extending the idea of

the Industrial Pool, the businesses adopting the Cartel have

formed themselves into public corporations for the purpose
of fixing umfoim selling prices and regulating output, but

without assuming a direct control managemen t over the

syndicated Imsincssus or a unilbim rate of profit.

2. The beat organised of these Cartels aie in the coal

and coke industries, and in the pig-hon, steel, and manu-
factured metal trades of Germany and Austria. The
structure of the Cartel and its mode of operation is best

illustiatetl in the impoitanl Coal Cartel of the Ruhr in

Kb unish West pi i a 1 in.

Thu mineuwiiris of the district form ;i bulling company
(with a nominal capital, thu shares oi which they hold),

designed to art as their sole agent for the sale of their coul.

This company, or syndicate, is organised in statutory form,

as a eoiponition (AriMigesettsditfff). Its duly appointed
executive committee (Vorstand) is empowered to make
contracts with the mineowuers severally, binding itself to

take from them rind sell the output of the mines under

certain arrangements as to price and payment, they in their

turn undntuking to sdl all their coal, coke, et<\, to the

syiuliratL', with the rxrojilion of curtain portions allottul tn

tlu'ir own usit in tlu-ir mining works, to their private use,

and for rcituin purposes wf purely Jornl supply.
The miiu'owncrs also agree willi the Syndicate and

with one another to form an organ isutiun or Atonnulion

(Verswnmlnnjh in order to appoint a repiescntativc Cuuucil

10 fix the general piice norms, assessments towards the
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upkeep of the Selling Syndicate, penalties for breaches of

agreement, etc., and to make other arrangements for

enforcing the common policy. The most important func-
tion <&f the association, however, is the appointment of a
commission to determine the "participation" fa. the

proportion of output to be allowed to each mine.
The committee of the Selling Syndicate, thus receiving

from the Association its geneial regulations as to (a) pro-
portionate output of the several mines, (ft) general price
norms, proceeds to apply and enforce the common policy

(i) buying and selling the cual, coke, and brickcts pro-
duced by the syndicate mines; (2) fixing the actual selling

price or prices in the competitive and non-competitive
markets; (3) proposing to the association the assessments
for the expenses of the syndicate; (4) examining the books
of the individual mines; (5) proposing fines for breaches of

agreement
The effect of this somewhat complicated machinery is to

establish a common selling agent and a single minimum
price, and to regulate the general and the several outputs.
The minimum selling price is that at which the syndicate
lakes

(

the coal from the mincowners. Where the syndicate
sells in competitive di&tiicts, it may sell as low as at this

minimum. In non-competitive regions it often sells at a

piemium, in which case the surplus price is commonly,
though not always, paid over to the mine which supplies it.

The syndicate itself is not worked as a profit making
company, all its expenses are covered by assessments on the

mincowners; it is merely the selling instiumont of a number
of profit-seeking mineowners who seek to maintain high
prices and to regulate output. There is no pooling of

capital interests, no guarantee of a uniform rate of profit, or
even of a uniform price paid to the several mineowners. 1

The weak points of the Cartel appear to be two. First,
the refusal of certain producers to enter the syndicate,
preferring to keep their liberty and to pursue an alternative

policy of selling at the higher prices secured by the
syndicate where it is strong, or underselling it where it is
weak. Second, the complaints of smaller and weaker luino-

1 This description of the Ruhr Cartel is condensed from the valuable
monograph DIJ "Mono|mlibtic" Combinations in Ihe German Con,!

Imlubtry, hy Francis Walker (American Economic -Association, 1904).
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owners or manufactuicrs that the late of patlicipalion

(output) is fixed to their disadvantage as compared with

the laigcr and stronger producers.
The fundamental defect appears, however, to lie in the

fact that continuous employment cannot l<e guaranteed to

the members of the Cartel. In order to meet or abate this

defect a careful expoit policy forms a part of the working of

the Caitel
" We find that the Iron Kartell agreement fixes the

quantity of mimufauUned iron \\hiuh each establishment is

allowed to pioduL-c, but 'in the contract are not reckoned

products which are exported, eithur by being sent directly

into the foieign country, or through being sold to manu-

facturing establishments (for example manufacturers of

wagons or of locomotives), and by them used for export.'
The result of arrangements of this nature would seem to bo

that a certain impulse is given to the cxpoit trade, more or

le&s ii respective of the prices at which the goods cau be
sold in foreign countries. Hut 'thu Kartell endeavours to

avoid a volume of production cxtx-'ctlingthu requirement:* of

the home inaikd; and its practice accordingly is not to

encoimige the exnoit Uncle a trade ranied on at a kw<;r

rate of piofit than the; home tnuli*, or even at a loss.'" 1

Most Cartels, however reluctant to encourage cxpoit liade

at unpiolitahU
1

rates, iippear from lime to time to bu driven

to this method of keeping their minus and works tunning.
Not merely do they sanction and organic export trade at

lower prices, but in many cases they enruuiage it by means
of bounties. Indeed the development of the export trade

was one of the earliest reasons for association among the

mining interests,'
2 and thu nioctarn development of export

trade in German manufacUmul nutl semi-mnmifactuiod

goods is largely the direct result of a (!art<*l pr^litiy. While,

the Cartels would like te rc^ulule outjiut and prices without

encouraging a Ii-ss proiUalile uxpoit tnidt 1

, the tendency to

over produrtiun in mt^deni inunulactuaK is PO .stiong that

an uhsoluli.' limitnlion nt caitput tn the uucd.s of a ic^uhitc'l
home marki't is oltcn ftnnid iinprfLctic;il>k\ and some foreign
millet is al!r;wcd or encouraged as a concession to the

urgency of the case*

1
Grun/,i>), 6

2
WalLur, is
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The Coal and Iron Syndicates have duiing recent yuais

adopted a general system of bounties or premiums paid,
not to exporters of these raw materials, but to exporters of

metal goods into which coal enters as a chief cost of pro-
duction. As early as 1882 the iron interests of Westphalia
and Siegetiland appear to have given pi ice rebates to certain

groups of rolling-mills,
1 hut the regular system of b juntics

in the mining and metallurgical industries seems to have

begun about 1891.* As time went on this export policy of

Cartels assumed a more highly organised shape, and in 1902
the coal, coke, pig-iron and "half-finished" iron, and steel

industries of Rhenish Westphalia established at Diisseldorf

a "Clearing-house for Export" in order to deal with

premiums on export trade, 3 This clearing-house was

empowered to fix bounties on the various goods, and the

following were the figures fixed for the last quuiLcr of

1902:

1.50 tn. per ton for coal.

2.50 m. raw iron (excL coal bounty).
10.00 m ,; llolbzeug (incl. coal and iron

bounty).

While this Cailel system appears most prominent in Ihu

coal, iron, and metal industries, German and Austrian Caitels

have handled sugar, petroleum, twine, cotton, worsted ami
woollen yarn, a large variety of chemicals, besides a number
of miscellaneous articles such as pencils, paper, cement,

porcelain, glass, leather, rubber goods, electrical apparatus.
4

The spread of Cartels in Germany has indued advanced
with great rapidity since the beginning of her modern era

of industry. Whereas in 3^70 there existed uiily five

syndicates, the number in 1897 was placed at 345, covering

virtually the entire field of znamifactuie and commerce.

During the last few years combination amoiitf syndicate's
lias reduced their number and increased their effective

power.

3, Though Cartels are often classed with Trusts, there is

a tulurably wide difTerunrc between them in economic struc-

ture and in function. The American term "Trust" is h:r

adopted as the most convenient term to describe a con-

1
Walker, p. 220. 3 CU 1761, p, 313.

a
Uafklovioh, p. 2j.

4 Ctl 1761, p 358*
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solidation of capital within a trade that is large enough and

strong enough to control tonnappuciable extent the supply
and the selling price of the articles wilh which it deals.

The Cartel and the Industrial Pool, in which a number
of separately-owned businesses participate, fall short, alike

in control of production and of price, of the organic con-

solidation of inturcstT comprised in a Trust. Unity in the

organisation of an industry commanding a market is the

essential feature of the Trusl, which is thus identified with

a Monopoly in that the n-al ownership of the whole or the

bulk of a supply is vested in it.

This definition is at once narrower and wider than cer-

tain common uses of "Trust." For instance, in the United
States the word is often applied to any large corpoiation,

especially if it is funned by the amalgamation of a number
of formerly independent businesses. Now in almost eveiy
field of capitalist enterprise, especially in banking, railroads

and other transport, mining and mctol-woiking industries,

amalgamation and the absorption of weaker by stronger
businesses has been rapidly proceeding in every advanced
industrial community. UuL there i.s no reason to distin-

guish these amalgamations or combines from other large

companies or private businesses for pieseut purposes unless

their construction hau the object anrl the result of giving
them a substantial power of monopoly.

If a business possesses this power, it matters not whether

it has <:ome into being by amalgamation of a number of

computing equals, by the foicible abuoiptioii of weaker

firms by a stronger, or by the creation of a single new

corporation or private business in a new department of

industry.
Still k'ss arc we concerned with the special legal origin

and nififiuing of the term "Trust" in our economic treat-

ment of monopolies, exwpt in so far as it bears important

testimony to the instability and weakness of the "industrial

pool" or other formal or mfoimal agreement among com-

peting busimtsiies. The inability of oomprtitois in the oil,

sugar, whisky, and other indu'itiics to seane faithful and
effective cu-opuralion, as Hoards output and prices, by any
method short of a surrender of their separate stock to a

body of Trustees empowered to exercise an absolute control

over the conduct of their businesses, may be taken to in-
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dicate that Cartels, Pools, and other "
agreements" are

merely transitory phases in the development of capitalist

enterprise towards a higher and more perfect structure. 1

4. The Trusts with which we are concerned comprise
all combinations of capital which are operated as business

units and which exercise a substantial control of a market.
The forms of combination may be classed as follows:

ex. "Trusts pioper," where the whole or the majority of

the stock of the different combining businesses is trans-

ferred to trustees who exercise full control, anil issue

certificates to the several owners, the latter retaining in

some cases mortgages to the extent of the valuation of their

factories.

The Standard Oil Trust is the leading case of absolute
surrender to trustees in return for delivery of trust certi-

ficates, the \Vhisky Trust of conditional suriender.

ft. Consolidations other than "Trusts proper," wheie

practical unity of operation is secured with the retention of

formal diversity or independence,
This may be a tempoiiiiy arrangement, as when a rail-

load leases or runts another road, a pulicy sometimes

adopted in other lines of business.

Or it may be a permanent arrangement, as when a rail-

road or other corporation purchases a cnnliulling shate of

other corporations, operating them as parts of its sin^h:

system,
When a separate corporation is fanned for the purpose uf

securing a controlling share of a corporation or a number of

competing companies in order to operate them as a single

system, we have the so-called "
holding Trust" era "voting

Trust" whose economic: form nearly resembles the "Trust

proper," though its legal or illegal status is somewhat
different

The holders of a majority of the stock in a company or a

number of companies put the voting power uf their stwk

1 The Whisly Ti u.st lest exemplifies ihe development from a wral>rr
form of pool. Kor many yeais agreements liail linen made ainunt; llu;

competing disLillors, bumclimcs fixing tin output, &oiwtiiue.i Icvyini; an
asbuvtiuunt upun the quantity of com mushed, in order to sub.siiliM- llic

export Uiulc, ft* as, Ijy icliuviug the pimiue on the hume m.uKi'l,
to keep up rcmu u (native prices, Tlie.su pools were continually being
broken, ami the failure to maintain Mich ngrconmnU lerl to the forma-
tion of the Trubt. Of. Jenks, Th& Trust Mobbm, p. 108,
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into the hands of a body of Uustees or a Trust company,
empowering ibe latter to carry on the afiaus of the company
or companies in accordance: with some general line of policy

pieviously determined.

"The individual shai eholders may then pledge or sell or

dispose of their stock in whatever way seems to them best,
but the voting power remains in the hands of the trustees.

The purpose of such a voting Trust is, of course, to pre-
serve continuity of the policy which, for whatever reason,
the .shareholders piefer. In home cases it may be thai the

majority of the stuckholdeis of the original corpoiation
think it desirable to devote all the earnings for a specific

period to the impiovcment of the properly instead of to the

payment of dividends. It might be impossible to continue
such a polii.y with a shifting body of shareholders, many of
whom might wish to receive annual dividends. If, how-

ever, the stuck can be transferred, but the voting power
remains in a few hands, the policy ryin be carried out

consistently for a fixed peiiod of ycura."
1

The must notorious example of a holding triiiA is that

known iia the Northern Securities Company, formed for the

purpose of placing in common hands a controlling shaie

of the stock of lour great railroads in order to restrain

competition and to operate them as a single system. The
legality of this form of trust in railroads has been success*

fully called in iiwsLion, but modern financial develop-
ment gives increasing prominence to this method of

uniting multilonu ownership of stock with concentrated

control.

y. Amalgamation, in which u complete "merger
1* of

competing businesses is effected, as in the fusion of the

New York Central and Hudson Railroad, or the fusion of

the Union ami the Castle Steamship lines in England.
This process of complete amalgamation, either by agree-

ment oi equals or by coercion and forcible absorption on
the part of a stronger competitor, is of eouise the most

general process of concentration of capital in every large
line of big industry. Where such amalgamation yields a

basis of monopoly, it is entitled to rank as u *' Trust"
within the meaning, of the: word here taken, and probably

4
Jenks, The. Ttmt Probltm, pp. 115, u6.
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the majority of effective "monopolies" in manufacture,

transport, and finance arc: built up in this way.
S. Absorption of a number of competing businesses by a

new company established for this purpose. The United
States Steel Corporation and the Atlantic Shipping Combine
are two conspicuous examples of this mode of establishing
a Trust 1

5. Many of these methods of combination have been
followed for the purpose of securing economies of operation
or of restraining a cut-throat competition, and not with a view
to exercising any substantial powers of monopoly. Although
such combinations are frequently classed as Trusts, they do
not differ essentially as economic entities from other large

companies which are not the products of combination, and

they do not concern us in our study of Trusts as here

identified with monopolies.
The monopoly power of Tiusts is of course entirely a

question of degree. Ni> Trust is the sule suurce of supply
throughout the whole of itb market; no Trust is without

actual or potential competition which limits its control of

prices,
The libts of trubls and combinntions which puipuit to

show how large a proportion of the aggregate industry of

the United Status or other nations has definitely passed
out of the competition .stage into a stage of private mono-

poly are not reliable as sources of accurate measurement,
though they are serviceable as indicating the extent of

progress in concentrated capitalism in the several industrial

departments. From this standpoint it is significant to find

that in iSyg the New York Journal of Commerce published
a list of 550 tiu.sts and combinations in existence that

yt:ar.

Lai go American corporations (mostly funned by com-

bination) practically control the entire industry of land and
water transport by steam and electricity, banking, insurance,
and finance in general, the local services of water, i^iis, etc.,

besides the local and national telc^tuph and telephone
systems, the industries of mining and of iriitfiliun, the

publication of books and nuwtipapei.
1

*,
thu gieut bulk of tin:

wholesale arid retail distribution in the cities, a laigc, prob
1 Thin classificatiuu fullowb dubdy tlic tumlybb of Von II,die in luy

Trusty chap. iii.
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ably increasing, ownership of lands and agriculture, a

complete control over theatres and many other recreative

industries, besides the control of almost all the large
manufactures engaged in supplying the prime necessaries

and conveniences of the people.
The summary of Induslrial Combinations presented by

the Census Report of the United Slatrs for 1900 gives an

interesting indication oF the classes of manufacture which
have been most exposed to the growth of rnmhination.

Industry Grrnip

i. Iron, steel, and pro-
ducts

?. rood and kindred

products
-j, Chemicals rind nll'iffl

proclm ts

t\.
Murals other 111 in

ium and steol

Xii. of

tn in'.

iVo. rf
Plants

'147

3K3

250

Wage-
earners.

341,779,954

247,944,675

ft. Vehicles

7. Tobacco
'!. Textiles

9. Leather, olc.

in, Taper <\wl printin
it. ('lay, glass, ctr.

1 2. Lumhnr, cti*.

13. Misr-ellancous

Total ...

I I

2K
ft

7

'3

16

28,401

20,523

7,624
34423

roo

n '

lo
61

118

37*723

^1,878,028

45

1

v|o8*r.9

16,706

20,294

2,0 jo $1,436/135,910 400,046

The following
1

is a list of ttu; articles manufactured or

sold in i goo by largu corporations *, with a nominal

capital of ovwr 10,000,000 dels: ftntiliscrs, alkali, beet

sugar, brick, brass, bicycles, railroad c:ir.s, cotton oil, electric-

heating apparatus, fish (packed), window glass, gas and

electric-lighting fixtures, hides and leather, ice, linseed oil,

lithograph productions, sewing machines, malt, school

furniture, ships, silk thread, whisky, wire, stud- hoops,
sugar (cane sugar), thread, tinplate, tobacco, woollen

goods, writing paper, copper, snuff, bolls and nuts, borax,

steel, lumber, phannawuliejil products, bet-r and ale (tlutru

* Cfc W, M, CoUier, 7fe 7>w/it p. 15.
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being combinations of breweries in the following cities:

Chicago, San Francisco, Pittsburg, Boston, Cleveland and

Sandusky, Baltimore; also Milwaukee and Chicago); coal

and iron (industries of Colorado, also of Tennessee),
electric-car lighting apparatus, steel cars, cement, plug
tobacco, cotton yarn, matches, electric boats, electric

storage batteries, sewer pipe, chemicals, general electrical

apparatus, glucose sugar, granite ware, Cuban tobacco,

paper (news and printing), silver-plate, smokeless powder
and dynamite, steam pumps,

" Bourbon" whisky (Ken-
tucky distilleries), iron (Lake Superior mines), cellulose,

biscuits, crackers and bread-stuffs, carbon, carpets, enamel-

ling and stamping, white lead, salt, screws, starch, tubes,

wall-paper, pine timber, passenger elevators, plate-glass,

print cloth, iron and steel, baking powder, rubber goods,

coal, window-sashes and doors, flour, petroleum and its by-

products, whisky, rope and twine, steel beams, steel rails,

beef, coal and iron, paper bags, typewriters, fruil, shoe

machinery, cast-iron pipe, dye-wood, flour, glue, leather,

rubber boots and shoes, varnish, writing paper, etc,

In what decree, over what market-area, and for how long,
these various corporations have been able to exercise a

power of "monopoly" is incapable of approximate
determination. Most of them have probably held sonic

measure of monopoly, but few have attained the largo and
durable control of a market possessed for long periods of

time by the Standard Oil Trust or the Sugar Trust. If in

all these markets a single corporation controlled (say) 80

per cent, of the output, the security which competition
affords to the consuming public world have virtually dis-

appeared. The percentage required to give a large limit of

effective control over prices will of course- vary with this

class of commodity handled and with various conditions of

tin* market, but it may be safely asserted that the degree
and extent of monopoly-power exercised by most of ih<*

above-named corporations falls far short of that rxririvd

by the classical examples just named.

Regarding the single large corporation as the instrument
of monopoly, there is no evidence lo show that those
industrial corporations have yet developed siilfic'ient .stivn^ih
even in AmurifM to limit output or to hold up prim; for uny
considerable time except in the case of a small number of
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commodities.1 If we add to these Trusts the industrial

pools and other combines, the durable monopoly exercised

through industrial combination does not affect any large
number of commodities. Regarded as a solid instrument
of capitalist control the industrial trust is as yet feebly

developed. Local combinations in retail trade in all

probability exercise a larger and a more widespread
influence upon the prices paid by consumers.
With a few exceptions the proved power of capitalist

"monopoly" in America is vested, not in the industrial

trusts, but, as we shall see, in transport and financial cor-

porations and in corporations handling local services under
charters or other privileges. The aggregate influence of the
disturbances of price exercised by industrial trusts is doubt-
less considerable, but their power to hold up prices has
hitherto been weak, irregular, and short-lived, so far as the

great majority of iho commodities they handle are con-
cerned, It is very doubtful where a combination of mere
manufacturers can maintain au cflurtive monopoly even in

a national market for which they obtain tariff protertion.
The real strength of a manufacturing or industrial trust

is commonly, if not universally, derived from non-manu-

facturing processes with which it is connected*

While, therefore, there is ample evidence to show that

industrial corporations, largely the result of combination
of formerly competing firms, are everywhere engaged in

trying to regulate output ami to raisu prices so as to earn

1 " In many of the most important lines of industry combinations
have secured control of a Iar#* percentage of the cuuntiyVi production.
In other industries, although the perccnlnjre of the entire output con-
trolled by combinations is not so large, still there nre organisations
with very Urge capital. In the raising; or distributing of agricultural
products, such combinations, though not unknown f,^; the United
KrUs Company are still rare. While a beginning has been made
towards the combinnliun of mercantile industries, not merely in

department stores, but also in the union of several large establishments

along several lines, such as the combination organised by H, B.

Claplin, yet by far the larjjost proportion uf our mercantile business
is owned and managed by relatively Ktnall concerns. Many manu-
facturing industries, surh as

clothing, droKsmalcintf, millinery, small

tools, electrical specialities, house-furnishing materials*, the textile*, and
numerous other articles arc substantially free from combinations. The
manufacture of cotton h perhaps the most important in which no com-
bination of

great size exists."- -JK&rt of tht Industrial Commission,
vol. xix. p. 604,
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high profits, only a small minority have been able to main-

tain a successful career upon these lines.

The present stage, even in America where the movement
has gone fastest, is rather one of multiform experiment than

of achievement A certain amount of regulation of prices
is doubtless operative in most large staple industries, but it

is mainly the result of temporary agreements among com-

peting firms rather than the dictation of any single corpora-
tion that can be called a trust.

The fields of economic energy in America, where "
cor-

porations,'' "combinations," or trusts are strongly operative,
lie outside the manufacturing processes, and where a manu-

facturing trust is powerful its power is usually derived from

these non-manufanturing sources.

6, Investigation of the origins and supports of success-

ful "trusts "in America and elsewhere fails to show any
cases where the economy of the concentration of capital

establishes a monopoly in manufacture, at any ralti over a

national or international market.

The point is one of great theoretical and practical im-

portance. The economy of largc-Bcale production is, as wo

have seen, operative in most fields of rnarhine production,
and experience seems to attest the fact that this cronniny

proneerls in different industries up to a difiwnt point,

establishing in each industry a maximum type of business:

if this maximum were exceeded certain wastes of business

management and other disadvantages would outweigh the

technical economics of larger-scale production. Mow, if in

any industry the net economy of large-scale production con-

tinues up to or beyond the point in which the large business

ran supply the entire market, a monopoly can clearly be

established upon this economy alone. A simple and widely

prevalent doctrine of economic evolution of industrial

society is haNiul upon the assumption of the wide or general

operation of this tendency. This general operation is, in-

cloud, rendered highly improbable by the wide expansion
of markets which coiuus with improved tiunsport and

mechanism of selling. Hut there is no it priori reason why
u monopoly of a local, national, t/r even a woi Id market

should not IKS reached before tins progressive economy of

large-scale production in a particular nmnuracLurinjr in-

dustry has run out. In local markets it is indeed often the
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case that a big man, possessing no other superiority than

size, can crush a smaller eompetitor and establish a

monopoly absolute within its limits, though even in such
cases it is always open to argue that personal ability or

energy is a factor in success.

When, however, we consider national or world-markets, it

is more likdy to be the case that the economy of largc-scTile

pioduction will be exhausted before a size of business

adequate to monopoly is roachud. While it is impossible
to prove that a strong national Trust could not be formed
out of the mere economy of large-scale production as

operated by a man of normal business ability, there is no
instance of any large industrial Trust seen to stand on this

ernnomy alone.

Jf any instances of effective Trusts standing upon the

economy of conciliated capital alone exist, they must be

sought in the
region

of finance rather than of ordinary
industry, for it is in banking, insurance, and general finance

that the essential force of modern capitalism is found; in

finance more sizo of credit appears to assign a progressive

advantage.
1 without limit to the competitor for profitable*,

business, or the manipulator of profitable mips,
8 7* If we examine the actual rise and structure of trusts

we shall always find the economy of large-scale production

supported by sonic more certain basis of monopoly.
These supports may be provisionally classified 1 as

fallows:

i. Superior access to raw materials.

j. Superior control of means of transport and distribution.

3, Differential advantages in production or marketing
flue to patents, trade marks, special processes.

.}. Public franchises, licences, or other privileges bestow*

ing monopoly or restricting competition.

5* Tariff legislation,

KciVclicm will show thai thc.se supports are not in every
rase mutually exclusive. Superiority of access to raw
materials and to railroad transport, for example, are in

pa it attributable to public franchises, while tariff legislation

confers a differential advantage in niarkuts.

1 A fuller nnd more scientific classification of Monopolies is to tie

found In Fly's Menofofies and Trusts^ chap. ii.

'3
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iiut fur our pmp >*e thi.. classification will suffice. No
Amciirnn In^t, industrial or other, &cuim destitute of one
or more of tlu-.tj MippurK St> intricately interwoven are
the mndilin;;', of imiiiMiial lifr that it is difficult to assign
the iel:i!i\r imp'/ilas.n' \vhir-h attaches tr> these various

Manv iiinniipuht evidently diau Iheii strength from ad-

\iHiUi;v I'tiiupibjiMl I" classes 3 and .|, Sperial inventions,
seenit d by [Mlt'iiK <n MM rci y, inny In 1 a sinjil** and snfliriunl

basis nt monupnly lor ;i nunuilacUnin^ iinu ot t)pe-sctleis
or (;1< rlriial tn.irliui 13 or <:ln in'nvtls.

In llu; ^irnvth n! thu Su^tir Tim l, the Jlavunieycr and

S[*u :kel
!

h it finnir,,
;
ainud tlx'ir t-inly pu.'don)in,

r

in(;e, Lir^ely

by tli<! ptts'r sion nf patents .st'cuiin^ tn thuin economics of

ptodnction.
r

l'ln i Minis has been true of the Carnegie Steel

Omijiiiny and nf nther 1 Mi'^i nesses whidi have actjuired in

their trade a position of sutii* uiit etuineneu dt i'liablo them
to foiee a oouihtm; upon businesses o( infeiioi rriuijinient,

C'<>i*yrinht'j may Finnish n similar powor oi monopoly tu a

n':wj*iiapei or other puhlishiu;', businey,, Laj^-ly i)as<
k
(l on

these, differential advantages of ptoduetion are tlui uses of

iradit marks att '.tin;* n pntalinn. In <vrt,iin 1iius of nianiv

factun; eft. ('.n^ine^iin)',, rliemiiral'!, snVntiliu instrunutnts,

a^r^'^hurai tnaeliini ;, all the moiit ])rominent firms have

embedded in the capital \rilue of tint buMne.ss home patents
or other private methods of ptodueiimi, and not a few of

tlw most successful ti lists t-njoy advantages of th'm rlass.

(,)lher rorporalions possess powers of monopoly derived

Aom h^ul grunts of (ranchisct, or charters, eonfrmng on

them i'xdusive rights over profitable! markets. The local

sei vicii fnuirhiiicsy assigned In water, lighting, street railways,

and otlu-r companies lielr>n|; to this order. 'Hit? amalgama-
tion of these companies, formed upon purely local mono-

polies, into national or even inlui national corporations,

handling dootrir: traetion or telephone scrviws, is an im-

portant dcvtrlopnurnt of rc(x;nt ra])italism. In the. United

States thu railroads and tctc^iaph compfmics^ in Great

Britain the railroads, derive a lar^c part of the power of

monopoly which they cxurci.si; over largo areas of non-

competitive, traffic ft oni public (harlers, tho rest being due
to natural advantages of route, which drive down to private

ownership of Inml In the United States the growing
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amalgamation of competing railroads into a few large

systems pooling rales is by far the most formidable n-pect
of the Trust question. The enormous grants of land con-

ferred upon railroad corporations by charters emphasises
the public character of the monopoly-power they wield.

Among monopolies affected or supported by public policy
must be included restraints upon effective coiiipetitinn due
to a public limitation upon licences to sell certain corn-

modi Lies. The brewing industry in England, and to n Ics*5

extent in other countiies, presents the most roni'piniou
instance of a growth of strong corporations enjoying mono

poly profits derived from the limitation or practical extinc-

tion of local competition, based upon restrictions in thu

number of liquor-sellers imposed by public authority.
The banking system in many countries contains dements

of publicly-bestowed monopoly in the sense of special rights

to issue notes, or the enjoyment of special Hovurnm unt.il

aids, conferred upon a restricted number of banks,

8. The most general support offered to Trusts by jmblir

policy is derived from the protective system of the Tar ill,

To what extent the Tariff is in reality "the mother of

Trusts" is difficult to determine. Then! have been e;isrs ol

trusts arising directly behind tariff walls erected in urder to

support them, The organ of the New York Reform Club
a few years ago named a hundred instances of nmnufnrtur*

ing trusts which it imputfd to protection,
1 The list, how-

ever, contained many articles, such *
r
u; eleetrie supply, Meel

rails, anthracite coal, school books, cotton .seed oil, whieb

enjoy other economic or public aids besides the tarilK

It must, however, be borne in mind that the cuncctitration

of industry must have gone already very far 5n a trade before
the Tarifl

1

am he operative in creating a trust. The United
States is itself a hiig<; free-trade area, and unless, owing to
the operation of other forces, the number of effective <*om

petitors in that market is already very small, the idea of

amalgamation in a single corporation, so as to raise? juices
within the limits of the protective* area, would not bcs feasible,

The existence of a protective duty, or the probability of

procuring one, is certainly a strong inducuinunt fora busi-

ness or a group of businesses already roinmamlinp ft large

1 Sec Von Halle, y. 50,
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share of the home market to complete its combination with,
or absorption of, its rivals.

1

But a protective tariff can only create or facilitate a trust

in cases where the conditions for an effective combination
on a national scale have already been ripened by other

forces making for monopoly. Upon the whole it would be
safer to describe the Tariff as the foster-mother than the

mother of Trusts. By feeding them at the expense of Ihe

body of consumers, and protecting them against invasion of

the home market by foreign competition, it enables them lo

maintain their monopoly and to render it more profitable.
2

The same sort of assistance is also rendered the industrial

pools and other combinations which in structure fall short

of the completed Trust. It is probable that the net

economy of large-scale production, apart from the supports
of patents, railroad aid, and superior access to materials,

may suffice in certain cases to raise the size and restrict the

number of effective businesses so as to make tariff support
the final determinant of a trust.

g. But the actual history of the great representative
American trusts seems to indicate that superior access to

transport accommodation, and to supplies of raw materials,
are the most important supports for an enduring trust.

Among the "monopolies" or trusts of the first rank in si/c

and in control of markets, the Standard Oil Trust, the

Anthracite Coal Trust, and the United States Steel Cor-

1 An illustration of this is given by Von Halle in the extension of ihc

great Cordage Combination prepared in 1890 in anticipation of the

McKinleyAct. (7'rusts, p. 51.)

(Ih
2 Professor J. W. Jenks (Ihe Trttst ProMm, 40-41) floes nr>t think

that in many instances the removal of the tariff would restore competi-
tion.

"The removal of the tariff
1

, whether the industry were dependent
upon it or not, would certainly destroy the livals of the Trust before

the Trust itself would go out of existence. In cilliw case, howcvci,
the consumers would, beyond question, for the time being eujuy luwer

prices.
"It is also line that the removal of the tariff in ninny instances, by

^lengthening the competition from foreigners, would faimply bring
about an international combination."

The formation and maintenance of an international trust arc, how-
ever, not "simple" processes, as even the history of the Standard Oil

Trust testifies : the successful experiments arc extremely Jew, arid are

confined to &in nil trades or trades where the best sources of raw
materials are so few as to be capable of being cornered,
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poration stand out as the most representative, In each case

the origin of the combination is traceable to special facilities

of transport, and to a command over the best sources of

supply of raw materials.

The early formation of the Standard Oil Company upon
a basis of illicit rebates obtained by arrangement with the

railroads passing through the oil district is a matter of

ordinary knowledge. The rise of the Carnegie Steel Com-

pany (the nucleus of the present Steel Trust) upon a similar

arrangement of preferential rates with the Pennsylvania
Railroad is equally significant, though less notorious. The
absolute control of the anthracite coal industry by a pooling
of the interests of the seven railroads which traverse the coal

district belongs to the same order of industrial facts. In

each of these cases the control exercised through railway

transpoit was flanked by a superior access to supplies of

material If the early oil wells had been scattered over

various parts of the country instead of being concentrated

in a limited region of Ohio, effective monopoly through

transport could not have been organised. The narrow

limitation of anthracite supply is essential to the compact
organisation which operates these mines. The fundamental

strength of the Steel Trust, the condition of its permanence,
resides in its control of the Lake Superior ores and the

facilities of handling and carrying them.

It is not, of course, necessary for a powerful manufactur-

ing trust always to own ami work the bust supplies of raw

materials, though, as we shall sec, it is commonly a sound
trust policy to acquire a direct control of these sources. A
sliong enough conttol over the means of transport by rail,

steamship, or pipe line commonly yields sufficient command
over the domestic or i inpurted supplies to control the market.

The Standard Oil Trust did not begin to acquire any
amount of direct ownership of oil wells until well advanced
in its carcci ; it was able to buy the crude oil from producers

upon its own terms, and still in large measuie maintains

this pulicy, So, too, the Steel Trust was already in exist-

ence before it acquired direct possession of the richest

sources of iron ore.

Tn America the central factor in the organised control of

industiy l>y Trusts is the power of the railroads, dominating
the iidi natuuil sources uf supply in mining and agriculture,
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and carrying raw material to the manufacturing centres and
finished products to the great markets of the country.

In America the railroads have been the only effective

high roads over the chief part of the country, the sole means
of communication between East and West. So far as in-

ternal trade is concerned, the Mississippi, and during a

portion of the year the northern chain of lakes, afford tliu

only check upon the control of the railroads over the jrain
and meat traffic from the West and Middle States to the

crowded East, the distribution of manufactured gouds from

the North-Eastern States over the whole continent, and the

carriage of coal, iron, and other minerals from the mining
districts to the manufacturing centres.

In the early days of railroad development a great number
of small independent lines competed with one another for

the work of transport "As the systems grew agreements
of various kinds were resorted to, beginning with rate agree-

ments, continuing through pools, 1870 to 1887, transformed

into traffic associations, 1887 to 1897 and 1898, and cul-

minating in the community of interest principle, of which
the Northern Securities Company is the most conspicuous

example."
1

So far as the most important traffic is concerned, that

between the middle-west and the cast urn state.1

), this con-

centration has gone so far already that these groups, fairly

stable in their composition, control nearly all Lite rojiil.
1

,

between Chicago and the coast, and stretch out their

tentacles from Chicago tlnougli those f-rcat mining ami

agricultural states which are destined in the near future to

become the chief homes uf industry and population in Uu;

United Slates.

The actual nature of the bonds which associate the rail

roads with other business untcrprise will appear when we
discuss the financial aspect of modern capitalism. At

present it suffices to point out that many of these railways

own, control, and sometimes operate, mines, iionwoiks,

irrigation works, canals, grain elevators, stockyards, and a

great variety of businesses which have no essential connec-
tion with the railroad business, and from participation in

Meyer, Amtrh&n Economic Association ej>0rtt

p. 1X2.
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which they arc often prohibited by Ihe terms of their

charters. Lut still more important are trie indirect and
often secret arrangements by which they bind themselves to

favour trusts and combinations with which they are not

organically connected. Special facilities of transport are the

chief instrument of favour, and these facilities are clashed

as follows, by Professor Ely:

"(a) General facilities, as supplying cars to one com-

petitor more pi cmiptly than to anolhei ; (p) rushing through
the freight of the favoured shipper, while that of another is

side tracked; (7) furnishing belter terminal facilities to one

peison than to another; (8) maintenance of such relations

between vaiious modes of shipment as, for example, be-

tween tank-cars and barrels, and between rail, water, and

pipe line transportation that advantages come to some
which others do not enjoy; (e) classifications of freight
made and changed to the advantage of favoured classes;

() making discriminations in favour of geographical sec-

tions in the interest of classes of shippers."
*

A common business interest embodied in an agreement,
or a mutually profitable understanding, between a trust and
a railroad enables the trust to safeguard and utilise any
other advantages it may possess from size, superior com-
mand of materials or of market, by inducing thu railroad to

afford assistance by all these various forms of differential

treatment.

8 jo. The importance which railroad tiansporl assumes
in the woiking of industrial monopolies, especially in the

United Stales, is easily intelligible. If we follow the flow

of raw materials of industry from the primary extractive

industries through the various manufacturing and mercan-

tile processes which shape and plare Lhem at the disposal of

consumers, we shall find that in most instances this stream

of production is narrowest in the transport stage: the pro-
durc:rs of Ihe raw material are numerous ami widespread,
their product, left to competition, would tend to pass into

the hands of a number of competing manufacturers who,
in their turn, would pass on Out finished gooils to many
wholesale merchants and retailers. But the collection and

conveyance of raw materials, coal, grain, cotton, cattle,

1

ICly, JtvefttttoH */ Jitt/utfrial tifftittyt p. 210.
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from the prime producer to the manufacturers or to tilt-

wholesale market forces the current into a narrow channel

of transport, where competition, normally and necessarily

checked, can easily bo eliminated: hence it arises that

a group of manufacture! s or merchants, or of ntodwv

gamblers, can most effectively organise a monopoly 01

control of output and of market through iho. instrumentality

of the railroad system. Where the railroads do not chotfec,

or are unable, themselves to organise the monopoly, as they
have done in the case of anthracite coal, they arc open to

enter a profitable compact with an independent, corporation
or pool, placing at the disposal of the latter the monopolistic

power attaching to the trunspoit stnpje.

Armed with such poweis, the call hi trust organised by
Armour, Swift, Morris, and Hammond, was abl* 1 to fix tin:

price which they would pay for calllu to the farutcis who
could find no other buyer than the trust, and to fix the

price which consumers should pay for moat. Discriiuina*

tion of freight rates, and other transport and terminal

facilities, procured by the favour of railroads, were the

actual economic force they exercised.

In other countries where the railroad fur tor is loss

nant, as in Giirmany or Kntflanil, hpirial rales or JJH ilil

procured either by political influwwc (whuiu state ruilio

arc involved) or by private arrangement*., ioiw u

economy of trusts or other laj-gu orgaui.sations of capital
Where lower rates are accorded by raihosiita for

louj,;

hajiilage in bulk, such discrimination, though sometime)

illegal, cannot be regarded as unreasonable, for the lower
rates correspond to the lower costs of <:an^c; there is no
more reason why short haulage of small qu.-mtities should
command the same rates as long haulage (i bulk, th;m ihaZ

ntiy other retail prices should be as low ;i,s ^httU^ali

prices,
J)ul where, as is common, rcbatt^ 01 other spm,.!

facilities are accorded to shippers, itrefputtiv<: of t;i in

excess of these considerations of economy o( Issui!.^ the
railroads are definitely makers of monopoly.
The transport factor in monopoly cannot, however, U<

worked with full effect unless in connection with conn*
natural limitation of the supply of some raw material, or ol

the market for commodities.
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If the raw material is procurable in many <juartcrs, and uf

<jr|ual quality, its manufactuie is less likely to be concen-

trated, and ils flow will be less narrowed in the transport

sta^e. A lasting corner of uheat, or even of cotton, is far

more difficult than a corner of anthiadtu coal or oil, On
the other hand, where the bust or most accessible supply
of mateiial is narrowly confined in locality, an effective

mnnnpoly may be established without railruul support.
For example, the papjr trust which for a time controlled

piinos in thtj United Slates lived upon the monopoly \\hich

it possessed uf the water power and lumber tracts &o situated

as to be available for the cheap production of paper.
The actual supports of the- American trusts may be thus

summarised; Control of railroad rates, control of limited

sources of coal, iron, and other natural supplies, control of

patents, protection against world competition by the tariff,

and finally, tlu: escape from such a ratio of taxation to the

market value of their property as is borne by the smaller

business mat)* 1

Si u. One other possible origin and support of a Tnr.il

requires recognition. We have seen that the economy of

capitalist production makes for the establishment in every

industry of a business whose size represents a maximum
economy, Now in determining the normal limit of this

business we recognised that economy of lulminisuulimi was
a factor of prime Importance. After a certain si/e and

complicity is readied waste ensues from lack of central

buonui>!> control. Ilul, Imrti and there u business man of

abnormal energy anil tapacily may emerge, whose mind

may carry the ceonomy of lar^e scale administration far

beyond the ordinary, iijtioducing qualities of insight or of

oi.nunisation that postpone the application of the law of

diminishing returns, which otherwise prohibits an increase

ol'thi! business beyond thu normal limit,

Whuru the normal economics of large scale pioiluction
arc exhausted before the business lias grown to the si/e

ic'iiurui to establish u national trust or monopoly, this ran:

business ability may suffice to lift it to the required level.

Where comparatively few men get the opportunity to dis-

cover, train, and exercise a natural genius for busmen

1 K, W.



203 THE EVOLUTION Of

organisation in a suiJieicntly large Held of activity, it serin,

possible that here and there a business mind w.ty In: found

so superior to his competitors that he crushes tln-m ;m<]

builds a monopoly upon their ruins.

Professor H, C, Aclnms thus propounds this view lh;t( .t

trust may arise from a monopoly of natural ability, as HI 11

as from a monopoly of raw materials, or of some other

requisite:
"A survey of the past hundred years of imlustiial

makes evident the fact that industry on its mechanical

has developed more rapidly than on tin? side of irmna;;'!-

mcnt and administration, and in any final explanation of

congested competition, a phrase which appears to wo to

suggest a fairly accurate diagnosis of the industrial ills of our

time, the scarcity of business talent holds an important

place, ... In as far a;; the centralisation of Indus! rial

power is traceable to failure in the supply of busimj.si;

ability, no permanent relief from the evils of Trusts \in\y bo

expected until the highest grade of business intolligcnre
becomes the common possession of the business world*

The Trust may be regarded as a corner in business insight,
business talent, and bubine'it; courage."

1

That rate business ability imparts great elasticity to t,h<:

conception of a normal maximum ui/e of business ;uid th.it

in point of fact a successful Trust owes its sum"* largely
to the administrative and strategic; genius of its chief

organiser, must assuredly be admitted. There is, how-

ever, no evidence of the formation of a Trust resting upon
business capacity alone: one or more of the other supports
is present in every case.2

12. Turning now to the structure of the Tiusl, we .shall

be prepared by the foregoing analysis to t-xpeet nil e\
tensiun of functions. In our general examination uf
the large modern business we .saw that it extended hot ft

t /tow. //*&, i</>4, p. 104
* KII far as business ^niiis is a fartur iu u suca-.vifid Trust, jt iwjMir ,

nu clement of insl ability, For tlt.m^h
"

lu-u'tlil.uy ronln/l" j>, /,.r

less usual in the United Slates ihan in Miijil.uxt, the rapat'ily lo ,,i IM-I

and train a cnmptMunl successor rnniiDt be coiisifltiicd a nonu-il [,ti( M|

the cNjuipnient of u ^r<*iU Trust-nuik<ji\

On this pcrsiHirtl f.u'lor in business SUCK\VI sec sunit

remarks l>y I'rofussnr S
Jf. Chapman, Lttnni\hh't (\>fhw

p. 170.
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longitudinally, to take in earlier and later processes, and

latitudinally, adding new classes of products and by-

products to its original line of production.
A Trust seeking to secure and strengthen its monopoly

K impelled by considerations of more than ordinary force

to a similar cn 1

,irgcment of its structure.
Beginning by

or#urisinu n pnitirular prongs rf manufacture, it is naturally
driven to suck eontirj] or p.s.sissiun of the market of its

chief raw matiiiials, on tin; tine hand, and of tin 1 markets

fur disposal of its mniiutarLiiriMl ^oodi upon the other. To
secure not nieiely superior facilities of transport, but actual

possession of the host sources of supply; to supply its

i;oods directly to retail stores under its control and bound

by agreement to sell only its jjoods and at prescribed prices,

belong to the ordinary methods of Trust economy. Or-

k'unisintf transport of raw materials and of finished floods in

its own cars, tanks, or pipe lines, ships or barges, it proceeds
to own and control tint entire chain of productive and
distributive processes, To this is commonly added the

control nf manufacturing and other processes subsidiary to

Inn main operations, the? possession of coal or electric

supplies, the manufacture of machinery and other plant

it'<|uircd lo i;ive so It Mil lidnicy to a Trust* The huitudinal

expansion takes tins shnnts parily of new products and by

piodticts, partly oi tint arqu I'M lion of intetc.sts in othu
kinds of ptoiluctrt which, olhunvisu, computing with thu

pioducL ol lint TutM, vvoultl limit its monopoly. This last

extrusion is ilhr;lrati'd by ilus a<*iuisition <jf ^a: <:ompanii-s

by llic SUmduul Oil 'l'iui>L and of canals by the various

The typical form taken by a Trust whose nucleus is a

single mamif.iciuriMji; prongs is one which makes it co-

terminous with a rcxiipluli; union of industry comprising
all tlus proc,t!s.srK whu:h diit;c,tly or imliivdly cunlriUilu ^
the supply of u consuiui.'r's need for a ^iven class of

This is best illustrated by ihc. object:; named in a clause

of the charter ol The United Klsilus Steel Coloration,
whirl* read as follows: "To construct bridges, ships,

boats, engines, cars and other equipment, railroads, docks,

slips e!evator, waterworks, #iswurks, wtl clerlrio work'-,

canals an<I other waterways, and any ollmr mi-Jins
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of transportation, and to sell the same and nMierwiw to

dispose of? or lo maintain and operate the same1."

Most of the industries above named are subsidiary or

instrumental to the final objurts; of the Corporation, vi/,. f

the production and sale of various commodities of whirh
steel is the chief material

The double pioccss of this Trust expansion may be thn

illustrated :

UNITED STATES STEEL CORPORATION.

K|f

)VVni'

Iron Oic, 1 Railroads, } {
l

*f}n?>'
Coal Mines, I Ships, I lilast I

,r,,
>

Coke, T Docks, ]
Furnou- i

***

NatuialGasJ etc. J I

gtc

Jut ri.it r,

t'tr,

This properties owned aru di'srribcxl uttin.illy in ,t

gimcial way as fulhnvs; "78 bla it funwct'S, \viii ;t t
,ip,n iiy

of upwards of 6,500,000 Urns of pig mm ytMily, or half
that of the United Stales in 1900; 149 steel woiks and
six finishing plants, including bur wills, stnmhml sk r.i ami
plate mills, with an annual capacity of about 9,000,000
tons of finished material; 18,300 coke ovens; about 70 per
cent, of the ore mines of the Lake Hupt-rior rc-ginn, pm-
ducing in 1900 12,724,900 tons; 70,830 acres of roul lawls,
about 30,000 acrc of surface lands in tliu roki irpjuit, ami
125 laku VUKSL*I:J, etc,"

13, Tlicru are four principal rcusDiis why Uu Tiust cr
close combination, with monopoly, assinnes ^iiMt
ncncc in the United States than in ICn^Umd ami r

First: the railroad as an economic factor is more i

than elsewhere, and is able to render mote assi.stanru
to mining manufacturing, or commuiml (xxubinaLiuns*

Secondly; the tari/T, by securing to Anglican prrulucuu
the home markut, renders prolital>le ooiubinatiutis tnorc
feasible than in a country of free imports, Moreover, in
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none of iho protective countries of Europe have the gitiat

manufacturing interests obtained so exclusive a control over

the tariff policy as in the United States. Thirdly: the

corrupt domination of politics by business interests, stronger
in the United States than in any great industrial nation of

Kurope, enables the great lailioad and business corporations
to procure municipal and state charters and other profitable

privileges, to override many livrs with impunity, and to

avoid their fair share of contribution to the public purse.

Fourthly: the greater absorption of the national energy
in business operations, the greater field of selection for

ability, the greater equality of opportunity to rise, thu

sanguine and audacious temperament of the American busi-

ness man, coupled with freedom from many of the le^ul or

customary restraints which hamper the "logical" ovolutinn

of capitalistic entcrprists in Kurope, have fivolve.d a typti of

industrial and financial
" hustler" with bigger ideati and

more rnpid and unscrupulous modes of realising them than

is funnel in Kurope*.

g 14. "Hut, while in this favouring atmosphere Trmils htm;

fit-own bijfljer ami more numerous, none of the wimlitions

thus peeuliar to America is essential to the formation of a

Trust.

Without any assistance from a Tariff or from rail-

roads wo saw thnt in many brandies of thr* metal and
other niiinufiwluriuf; industries of (hvnl Iiritnin rombinu'

tions, of ;i litss ri^oinus order Ilian *i Trust, existed and
wen* nble, in t:x-r(*i!*r a eu'it.iin r:r>ir-iiilerubl<! C(intrr>l of

prices.
There I'xii.t, Siulocd, in Hritaiu insiny instances of mam-

moth businesses formed by ainitltfunKUion, (reujying so

large and firm a pltuu; in domestic an<! foreign nuuk-'ts for

particular chissits rir praties of goods, that in America they
would assuredly rank as Trusts. The "monopoly" or

superior rompctinj! power enjoyed in due in most rases

largely to u
goo<lwill" or reputation, based ptu'lly upon

I
KItents and secret processes," upon lon^ skill of uiana^e-
mcnt and workmanship, or in other words upon the,

"character of the woik," In many nf these eases the sieule

of the operations required for a sueeesvful utnleitakin;* im*

jilios enormous capital, inducing niu.ilgamatiou ntnl ]n:

<-luding any rasy setting up of new competition. Reeent
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amalgamations in the iron, steel, and engineering indnstrit's

furnish a number of instances of firms which, though liy no

means outside competition, enjoy n d^rce of prartirai

monopoly over certain market-areas and fur (vrl.iin ,

r iis of

governmental or private contracts.

To such an order would Idnng PInlffi of OhllKiiu in

cotton machinery, the Elswirk Wmks (iiu ludin,u AinKitiitn^-j

and Whitworth's, etc,) in onttinrfriiitf and shiplmilditi}',

Nettlcfolds (amalgmnuting with Ututst, Krn \* Co, mnl

other amalgamations) in the screw tnulr, Virkrts and (',

(absorbing Maxim, Nordcnfcldt, the Niuul Constuu limi

and Armament Co,, etc.) in the armour-phile Iratl*'.

As in the case of the American trust thmr i.s a growing

tendency for these English companies to fortify thniiKrlvos

by securing the best available .sources of raw innti'ruil, find

by extending their operations from the manufacture of

saleable goods to the preparatory processes.

So, for example, we find Ncttlefolds* absorbing the Patent

Nut and Bolt Company which had previously ab;orl*rd tin-

Dowlais Iron Company, comprising collieries, iron mines in

Spain, blastfurnaces, steelworks, rolling mills, rlr, 1 Ho likr

wise the great firm of John Drown i\r <*o., ninmifitr hnvr,

of armour j)Iales and other riluppinij rr|uiinu'nt, iuijtiirr

collieries and iron-mines.-'

In certain cases, where patents or nmminwl ol taw

materials are determinant factors in control of "cost" or ot

market, consolidation approaches so strong a form of

monopoly as to rank as a real Trust. This is the case with

Bnmncr, Mond & Co. in the chemical trade, when; wperwl
inventions and scientific skill furnish tin: chief element n!

success; and with Borax Consolidated, svhic.h rests primmi'Iy

upon the possession of all the important mines and ;;<mr<TN

of raw material.

In most British instances where a company
1
Mncrusly, p. iSC.

2 "
Present ajipoaranccs would lead UK to r>v[M'd that the ? tr'l inln t(ry

will soon be confined to a comparatively small f;rtni|i of l;u^ tuals

Aimstrong, Camujoll, Jtjlm Urmvu & <U, Vir).ns k (iiH-st, KCMI, thr
Weardale Co-, the Houtli Durlmm C*o. (wtiiih ;t!i>m* nw
^21,000,0(10 rapiftil), ami srunc oOx-is, Pii^lfi -uiJi an
tion competition may 1e

JJH roni)ili'lcly oliminutr*! a>, tiuJ

of the most regular tU'Wii|ition.
M

Mai'iosly, /m-ii* /*///,', Si-tti,

1902.
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strong a position in the market as to earn abnormally high
profits, not by cheapness of production alone but also by
control of prices, this position rests upon patents, trade-

marks, superior access to raw material, upon means of

earring, or upon special contracts with government, or

with some other monopoly. Tnnsual business capacity is

commonly it requisite f"i the i'ull iililiiatinn of then; bases

of monopoly. Atnal^nniulion of compi tin;.
1

,
busine.s<;s and

^ie:it fti/Ai of capital may bo conditions of MK-OCSS, but are

not in all cases essential: the charnctxiiHi<: of such

monopolies i.s rather the ci ration of a special innikd, resting

upon a unique sort of commodity, unique in form or in

quality.
The Dunlop Pneumatic Tyre Company, Muntlcy &

Palmer's liiscuit Company, Macmillan's Publishing Com-
pany (recently absorbing JSentloy'.s), C'adbury's Cocoa, the

Time*) are instances of companies which enjoy such special

markets, the commodities they sell competing with different

classes or praties of commodities, not with tin; same com-

modities produced by competing firms. The hi#h dif-

ferentiation of markets is the chief cause of the differential

profits of those monopolies. The "monopoly "of Messrs.

\V. II. Smith and Sons in railway bookstalls, of the Union-
Castle Line in South African trade, or of Messrs. Kynoch in

small-arms contracts, rest upon special business arrange
innits which Hinder outside competition inoperative.

In all .such cases tolerably rijjid limits exist for the

monopoly. Other sorts of tyre continually compete with

Dimlops, books and pap, r may 1m purchased outside the

railway stations instead of at Smith's stalls, no ^ovurmucni
could fcivo preference to Kynueh's if thu lenders of this firm

wuru exorbitantly high, ami .so forth.

15, Though many of these businesses ate virtually

"trusts,
1'

the term in C!r<:;U Britain has been usually re-

served for certain amalgamations which have Ucn fornuMl

with the avowed object of putting an end to competition
and of controlling a market
The earliest instances were the Salt Union, formed in

1888 with a capital of three millions in shares and one
million in debentures^ and the United Alkali Company in

iHy i with six millions of shares and two iitul a lutlf millions

of debentures, Iloth sought to establish a monopoly tv
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controlling souices of supply and by superior modes of

production. Foreign competition broke these down. 1

Textile manufactures have been a favourite field for

British experiments, but history thus far attests more failures

than successes. The strongest and most continuously suc-

cessful of these trusts is that of Messrs. Coats in the thread
tnide.

Messrs, J. & P, Coats, after entering into a pool or selling
union with their chief competitors, Clarke & Co., Charlwick
& Co., and James Brook & Co., amalgamated with these
firms in 1 890. Shortly afterwards they made large invest-

ments in the English Sewing Cotton Co. and the American
Thread Co., and in 1899 bought a Belgian firm. This
series of amalgamations made them masters of the thread
trade not only in Groat Jiritain and America, hut through-
out the world,

The JJradford Dyers' Association, formed in i8y8, united

about 90 per cent of the Bradford piece-dyeing trade, ami
has been fairly successful.

The Yorkshire Woolcombers' Association (formed in

1899), the Fine Cotton Spinners' and Doubters' Association

(r8i>S), the Calico Printers
1

Association (1899), the Hiitish

Cotton and Wool Dyers
1

Association (1900), the United
Velvet Cutters' Association (1900) appear to have been

entirely unsuccessful, while several other textile experiments
have not yet been sufficiently tested.

The careful analysis of British trusts presented by Mr.

Macrosty (Econ. four.) Sept. 1902)* indicates that only a
small number of experiments in this form of comhin.'ilion

have been successful Among the few successful ours we
observe that almost all are in articles not exposed to the

brunt of effective
fpiei^n competition: Messrs. Coals fir

Clarke are international, anil control the world market;
three are in the coal trade, where foreign competition is not

practicable; one or two others*, like the Wall Paper Manu-
facturers, natcr for national tastes and requirements.
To this list of Hritish industrial trusts a lar^c number of

brewing companies ought to be added In fart, brewing is

the most "trusted" British trade: an overwhelming pro

1 Cf IJ&nliKirtl, Rton.jMirnet!, A\t.
9 See opposite page,



MODERN CAPITALISM. 209

ggg.**,ei | | | | | | | | | | | | | | | | | | | |

O O I IOOI I I O i/lCO LO I I O I I I I I I&& I I OVO 1 I I &GQ ONOO I I t^ I I I 1 I 1

rf M
*%

vdi m

B

n *? O O VO^ *H rf 4 H cS c
vo c ^ CT^ s -ra>Cho\i-
a1

. ON ei rt M TT PI i- m
CO 4 M" vo O"

Q o Q 6 on o rT o o rf. o w 4 o" o" O
"
o"o" o" c* o" o" o" PMO'OO

o w O O n c) 1%. u 5 5 in CMO r^oo ^ a S *t n w n ^ m * rX in M ^
ei -j- o to rj o ^J O 'i cr 't i* Q fi fi

f'^
H^W t

c-i t^rninM NJr*Nirj
'f'^' *o cF ci' *f *o w w co" *f tH* scTvo

1

-f

;

"

1ii|^iP?IIFill!l
:

pi|i.s!i

MjiJiiHJSSJlllljRl^WlijJi
.= u

_,gl^.|
!HM



210 THE EVOLUTION OF

portion of the trade is controlled by jjrent comj an!e*
t

formed by combination and absorption of competitors,

enjoying virtual monopolies over lorul areas. Thesu drink
** trusts" stand on a different footing from other industrial

combinations, deriving their strength from local monopolies
of licences vested in public-houses which they own, and t

which they furnish liquor.
The transport trade, especially the application of electric

and other new means of carriage and communication,
exhibits some of the strongest forms of monopoly. Partly
a "pool" based upon mutual arrangements of rates, etc,,

our railroad system exhibits in England and Scotland

several instances of amalgamation in order to repress com-

petition, while over large trarls of country certain roads

possess a contiol of rates which is liable to ^ros abuses.

In other departments the National Tel<:pliom; Company
and the Electric Traction Company are inslanres of power-
ful businesses wielding many of the distinctive puwci.s of a

full-fledged Trust.

16, In different brunches of transport, mamifactwe,

mining, distribution, and finance wo have traced the growth
of organised restraints on competition, isiijinjr in cornets

pools, trusts, or other forms of monopoly, In the supply
of wants which lie outside the ordinary region of inilustiial

and commercial activity, bclonu'mK rather to the \\otld nf

intellect and art, tin; same tendency is sometimes npnative.
The theatre in the United Stales, and In an incn-asm;;
extent in England, presents the most striking example ot

the dominion
^of

a trust. The ordinary "consumer" <f

the drama is in most American and many Knulish eitie*;

compelled to buy whatever theatrical performances Mr,
Hrohman chouses to sell, at prices and on other conditions

imposed by a monopolist: the actor e,;m only plant his

services before the public tlnough the: iitalruntunutlh)
1 of

AFr. Frohman.
The newspaper press, in many instances a loral motiopoty

by the nature of the case, now exhibits distinct tendencies
towards thu formation of "Tuists" which shall cionttol ovr
wide areas the sale of news and tint manipulation of public
opinion. In Great Hritain the two firms <rt Messrs, tlartus-

wnrlh and Messrs. ]Varson have already acrjuired news-

papers in a considerable number of large; e:itieR, and ate
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extending the number of their properties with a view to

economy of production and monopoly of market, through
the publication of a * k simultaneous newspaper" appearing
in all the great centres of population, comprised in part of

common m;ws and "
editorial policy

11

provided from a single

centre, in part of local news and policy superimposed upon
the former. 1

In anothei department of lileratuie th<> supply of school

books, the American I'.ook Company deserves to rank as

an example of a powerful trust whose main strength is

derived from controlling the State school system through
methods familiar in American politics.

How f.ir a Church organising tho sole supply of a special
sort of religious service, supported by the monetary pay-
ments of its adherents, can be regarded as a business

corporation is doubtless open to dispute, But in the highly
centralised system and careful business arrangements of the

Christian Science Church, furnishing literature and other

services at distinctly
"
monopoly" prices, we have a modern

example of a spiritual "trust," operating by methods which,

though doubtless analogous to those always employed by
the Roman Catholic and other powerful ehurchos, aie more

crudely "monopolistic" in their form,

17. One other point of great significance in the "trust"

movement deserves attention here. Though tariffs and
other national laws ami customs lend tn kor;p this structure

of capitalism nithin national Hunts, powerful foreus make
for business internationalism, and tho international tnist is

already in the field.

This tiilurnatioivilism tabs vaiiiur. shupi's. Sometimes
it implies the eontrol of a foreign miukitl by a trust whose

productive operations arc romluclcd in the single country
of its origin; though subordinate, companies may bu registered

in the foreign country, as in the ease of the Standard Oil

Company with its An^lo Ameiirnn iiilac hmtmt, or Hurroughs
& Wellcome in the drugs tratle, In other c:asts there is an

amalgamation of firms in different nnmlries for the formation

of an intcrnaiional trust, though lien; also the furm.s of

national companies are frequently preserved. The Coats &
1 An intcri'SliNK ftitu*!<t l>y Mr, Alfrctl Hrumswnrih in thr Mufti

Aitiiidn AVrvVw fr Jaminry iyr, *l'Hriil>eH the1 economy *f this form
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Clarke Thread Tiust, already named, the Nobel Dynamite
Trust (with its bubsidiaiy companies in Scotland, (ieriuuuy,
and elsewhere), and the Atlantic Shipping Trust are among
the largest examples of this class. The absorption of the

American firm of Brooke & Co. ("Monkey Brand") by T,pver

Brothers ("Sunlight" Soap), the new company establishing
factories also in Germany and Switzerland; the absorption
of Bryant & May's Match Company by the American Star

Company, are instances of more limited monopolies standing
on an international basis.

The Atlantic Shipping Trust and the combination of

financial interests in the electric traction bu.sintiss of

America and Great Britain me ilu laigfsl examples of the
trend towards internationalism in the Trust movement.
The largest pioppsal

for an extension of the trust

principle to international competition was that projVrtrtl

by the steel tiade in 1904, when a provisional ajiiujmcnL
was reached between the American Steel Trust and UK*

leading gioups of British, German, llelgian, and 1'Yenrh

producers for a regulation of the output of steel mils. 1
'i;hc

basis of the agreement as between the chief Kuinprun
countries was the allotment to each nation of a fixer! per
centage of output ; British woik.s producing SS-So/', ( icimnn

28.83%, ^d Belgian 17.67%. France was ID conic in on a
somewhat different basis, adding to the Hrilibh-ficrinan*

Belgian total of 100 units 4 8 for the first year, 5.8 fur thti

second, and 6,4 for the third year of the agreement, Kach
country was then to apportion its share of the output to its

constituent companies. All the large British firms wen 1

involved in the arrangement which, if successfully executed,
seemed likely to control well-nigh the entire world output*

1 8, The wide prevalence of concentration of capital in

pools, trusts, and various local, national, or international

combinations, discovered to exist in the various fields of

industry, may seem inconsistent with the large vidimus of
evidence as to the survival of small businesses. The in-

consistency is, however, only apparent, Over the wholu
field of industry, if every form of occupation be included,
neither the aggregate number of small businesses nor the

proportion of the workers employed in them is declining;

J Carried into cfll'd in the sumnur of 1905,
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Imt the economic independence of many sorts of small

businesses is enciuached upon by organised capitalism,
which in almost every current of production plants itself at

the narrowing of the stream, to impose lolls upon the traffic

as it passes to the consumer.
The small producer still survives in largo numbers in

agriculture; but as successful modern agriculture requires
use of eonsiileiable capital and large* opportunities of market,
the small farmer becomes mnru and more dependent on the

mc>ML.'yIending cumpany and the lailroads. In manu-

facture, the small artisan, the jobbing plumber or other

"builder," the Sheffield grinder 01 the little brassfounder in

Birmingham, the homc-woiking tailor or cabinetmaker,

though smviving in great numbers, are more closely attached

to big firms of manufacturers or contiactoxs who take their

work, and who often stand behind them with "credit."

The independence of the small ''sweating" business in so

many of the dnthing and other trades is of course merely
nominal Much tin; same holds of the commercial busi-

nesses; most of it is "agency
11

business which, alike in

wholesale trade and in retail, binds the merchant or shop-

keeper to some big manufacturing, shipping, mining, or

commercial company for which he does business. The
immense growth of "packet" goods in retail trade and the

general extension of the "tied" store system illustrates this

growth of dependency.
The sames iiiliiuMiccs even penetrate the world of ait and

literatim*, even the professions: nuiltitiules of jobbing

journalists iittjiched U> <mt; or two newspaper offices, of

authors woi king lor publishers or syndicates, aitists whose

only rhanct: of selling is the art shop: actors, musician,1

?,

doctors, U'u< lurs, even clergymen, earning their hazardous

livelihood thtou^h the instrumentality of a company of

middlemen.
The measure of the power of concentrated rapitalism

is therefore by no means con lined to the immediate area of

capitalistic operations. In the long scries of productive
and distributive processes by which raw materials of material

or immaterial wealth me n rated and passed on for sale to

llu; consumer there will commonly be some process which

involves a high capitalist organisation. In this ease, though

every other process lay in ihe region of small competitive
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business, the monopolist control may lay a heavy hand upon
all the other processes and impose on the ultimate consumer
a tax as great as if the whole chain of processes were con-

ducted in the sphere of monopoly. Such a power may be

and often is exercised over small farmers or fishermen, and
over the consuming public, by the carrying companies, or

by the ring that controls the wholesale market: it may
emerge in a manufacturing process where a few great

businesses are able to combine, a corner in the produce
market may from time to time usurp this power, or, after

free competition in all earlier stages of production and of

trade, rings of retail dealers may hold up local prices so as

to take the profits of monopoly. Everywhere the "com-

petitive system" is honeycombed by combinations exer-

cising some form or degree of "monopoly" i.e. presenting
in some market the attitude of a single seller able within

limits to impose his price. It matters comparatively little

to the consumer whether "free competition" is "held up"
by monopoly in several of the processes of production and

of commerce or in only one: one strong "combine,"

fastening on a single necessary process, can exercise the

same amount of control over the output and the selling

price of a commodity as half-a-doxen different combines

handling earlier and later processes in the same productive
series,

In point of fact the existence of one strong pool or trust

aiising in a single stage of production, as for instance in the

currying of oil or the refining of sugar, prevents the inde-

pendent combination of producers or distributors at any
other process in the trade, absorbing the entire profits of

monopoly by suckagc at the narrowest point Though, a-j

we have seen, the "organisation" of a trade at a particular

point tends to spread to the organisation of the earlier and
'

later processes and to the control of subsidiary und competing

processes, this effective stoppage of competition cannot yet
Ijt; said to have spread over any large proportion of the

general field of industry. The survival of keen competition
in so many markets attests, in part, the rudimentary con-

dition of the new arts of capitalistic
"
organisation." But

in part it is attributable to the control exercised by a

"ring," "poul," or other combine which, instead of directly

controlling the earlier processes, forces them to cut-throat
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competition, in order that it may buy cheap and &ell dt*ir.

While therefore the greater part of our industrial system
still continues to be competitive, the area of the powui
of capitalist combination is growing and the effective pro-
tection furnished by competition to the consumer is

diminishing.
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CHAPTER IX,

ECONOMIC POWERS OF THE TRUST.

i . Power of Tf usfs over earlier or laterft owsses.

2, Power of 2rusfs over direct competitors. Control of
markets,

3. Control ever wages and volume of employment*
4. Control over prices.

8 5. T/ie theory of monopoly prices.

g C, Control ofprices in relation to classes of commodity.
7. General Summary ofprice control,

i. It remains to investigate the actual economic power
which a ''monopoly"possesses over the several departments
of an industrial society. Although the "trust" may be taken
as the representative form of monopoly of capital, the econ-
omic powers it possesses are common in different dcgnx'S
to all the other weaker or more temporary forms of combina-

tion, and to the private business which, by the possession of
some patent, trade secret, or other economic advantage, is

in control of a market These powers of monopoly may be

placed under four heads in relation to the classes upon whose
interests they operate (a) business firms engaged in an ear-

lier or later process of production; (6) actual and potential
competitors or business livals; (c) employees of the trust

or other monopoly; (d) the consuming public*

(a) The power possessed by a monopoly placed in the

transport stage, or in one ol the manufacturing or merchant

stages, to "squeeze" the earlier or less organised producers,
has been illustrated by the treatment of farmers by the tail-

ways and by the Elevator Companies and the Cattle Trust
of the United States. The Standaid Oil Trust, as we saw,
preferred, until quite recently, to leave the oil lands and the

machinery for extracting crude oil in the hands of un-
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attached individuals or companies, trusting to their position
as the largest purchasers of crude oil to enable them to

dictate prices. The fall in the price paid by the company
for crude oil from 9.19 cents in 1870 to 2.30 in iSSi, when
the Trust was formed, and the maintenance of an almost

uniform lower level from iSSi to 1890, testifies to the dose-
ness of the grip in which the company held the oil pro-

ducers; for although improvements in the machinery fur

sinking wells and for extracting oil took place during tluj

period, these economics in production do not at all .suffice

to explain the fall. Indeed, the method of tha company's
transactions with the oil producers, as described by tlit-ir own
solicitor in his defence of the Trust, is convincing testimony
of their control of the situation: "When the producer of

oil puts down a well, he notifies the pipe line company (;t

branch of the Trust), and immediately a pipe lino is laid to

connect with his well. The oil is tuken from the tank at tin:

well, whenever requested, into the larjje stoKigt; tanks of the

company, and is held for the owner as I jng as ho dt 'birch it.

A certificate is given for it, which can Us turned into cash at

any time; and when sold it is delivered to the purchaser at

any station on the delivery lines." 1 In similar fashion tin:

Sugar Trust controlled the market for raw Kugar. Nor was
this power exercised alone over the producers of raw su^ur.
It extended to dictating the price at \vhidi the wholesale

grocers who took from them the refined sugar should sdl to
their customers.9

The Wall Paper MaimlactuuTH
1

Trust maili* an uuuiw
mcut with the dealers binding thuiu to abstain fiom huyixij.;

foreign papers for ten years.
In the petroleum business tho Huindard Oil Company

adopted the most rigorous means of enforcing tis monopoly
on retailers. An oil-dealer who alUrmpU'd to luuii! with Us
competitors was approached by an u^oul of the Tiust, *h
informed him that, unless he ceased his "free" buying,
local store would be opened to undersell him.* I n other ruses
a rebate system, not dissimilar from that prevailing in tin;

Shipping Conferences is practised. For instance, in Auicrii u,

1
fi. (\ T, Dodcl, TAf toium t May

8 i( Trusts in the Unitctl Status," JtowiHHh /iwthi/, p. Sn,
* Cf. IJoya, /r*iM twatntt CmrrwiMatiA, ji, 25 ? utl

ttutory ofthe Standard Oil Tntst.
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in the cigarette and alcohol trades, the trust gives a rebate

of 5 per cent, or 7 per cent, to customers who can prove
that within a given time they have bought their supplies

exclusively from the Trust,1

This power of a monopoly is not merely extended to the

control of prices in the earlier and later processes of pio-
duction and distribution of the commodity. One of the

most potent forms it assumes in manufactures where

machinery is much used is a control over the patentees
and even the manufacturers of machinery. Where a strong
Trust exists, the patentee of a new invention can only sell

to the Trust and at the Trust's price. Charges are even

made against the Standard Oil Trust and other powerful

monopolies to the effect that they are in the habit of

appropriating any new invention, whether patented or not,

without paying for it, trusting to their influence to avoid the

legal consequences of such conduct There is indeed

strong reason to believe that the irresponsible position in

which some of these corporations are placed induces them
to an unscrupulous use of their great wealth for such

purposes.
2. (S) Since the prime object of a Trust is to effect

sales at profitable prices, and prices are directly determine<l

by the quantitative relation between supply and demand, it

is clearly advantageous for a Trust to obtain as full a power
in the regulation of the quantity of supply as is possible.

To control a predominant share of the output is indeed an
essential to the real existence of a Trust In England it is

a common maxim of business that a minimum of 70 per
cent, of the trade is indispensable to the success of con-

solidation, and in almost every instance of a strong trust the

proportion is considerably larger than this, the Wall Paper
Manufacturers, for example, claiming to control 98 per cent,

of the trade, Though the Standard Oil Company on re-

construction in 1899 claimed only to produce about 65 per
cent, of the country's total output of refined oil, its pro-

portionate control over the eastern and middle western

inaiket was far larger than this figure, while Mr. Havcmeycr
testified in 1897 that the American Sugar Refining Com-

pany was supplying 90 per cent of the total national

1 Von Halle, p. 77.
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consumption. In many articles of steel a single combina-

tion controls 75 to So per cent, of the output, and in some
lines even more. 1

In order to effect this control the Trust will pursue a double

policy. It will buy up such rival businesses as it deems can

be worked advantageously for the purposes of the Trust.

The price at which it will compel the owners of such

businesses to sell will have no precise relation to the value

of the business, but will depend upon the amount of trouble

which such a business can cause by refusing to come into

the Trust. If the outstanding firm is in a strong position
the Trust can only compel it to sell by a prolonged process
of cutting prices, which involves considerable loss. For

such a business a high price will be paid. By this

means a strongly-established Trust or Syndicate will bring
under its control the whole of the larger and better-

equipped businesses which would otherwise by their compe-
tition weaken the Trust's conttol of the market. A smaller

business, or an important rival who persistently stands out

of the Trust, is assailed by the various weapons in the hands
of the Trust, and is crushed by the brute force of its stronger
rival. The most common method of crushing a smaller

business is by driving down prices below the margin of

profit, and by the use of the superior staying power which

belongs to a larger capital starving out a competitor. This
mode of exterminating warfare is used not merely against

actually existing rivals, as where a railway company is known
to bring down rates for traffic below cost price in order to

take the traffic of a rival lino, but is equally effective against
the potential competition of outside capital After two or
three attempts to compete with Jay (iould's telegraph line

from New York to Philadelphia had been frustrated by a

lowering of rates to a merely nominal price, the notoriety of
this terrible weapon sufficed to check further attempts at

competition. In this way each strongly-formed Trust is

able to fence off securely a certain field of investment, thus

narrowing the scope of use for any outside capital This

employment of brute force is sometimes spoken of as
"unfair" competition, and treated as something distinct

from ordinary trade competition, But the difference drawn

1
Report ofIndustrial Commission^ vol. xix. p. 604.
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is a purely fallacious oni*. In thus breaking down a com-

petitor the Trust simply makes use of those economics
which we have found to attach to large-scale businesses as

compared with small. Its action, however oppiossive it may
seem from the point of view of a weaker rival, is merely an

application of those same forces which are always operating
in the evolution of modem capital In a competitive in-

dustrial society there is nothing to distinguish this conduct
of a Trust in the use of its size and staying power from the

conduct of any ordinary manufacturer or shopkeeper who
tries to do a bigger and more paying business than his

rivals. Each uses to the full, and without scruple, all the

economic advantages of size, skill in production, knowledge
of markets, attractive price-lists, and methods of advertise-

ment which he possess. It is quite true that so lorn;

as there is competition among a number of fairly equal
businesses the consuming public may gum to some extent

by this competition, whereas the normal result of the

successful establishment of a Trust is simply to enable its

owners to take higher profits by raising prices to the

consumer. But this docs not constitute a difference in the

mode of competition, so that in this case it deserves to be
called "fair," in the other "unfair,"

It is even doubtful whether such bargains as that above
described between the Standard Oil Company and the

.Railways, whereby a discriminative rate was maintained in

favour of the Company, is "unfair/' though it was under-
hand and illegal* In the ordinary sense of the term it was
a *

free
"

contract between the Railways and the Oil Com-
pany, and in spite of its discriminative diameter might have
been publicly maintained had the law not interfered on a
technical point. The same 5s even true of the flagrant act

of discrimination described by Mr. Baker:- "A combination

among manufacturers of railway car-springs, which wished
to ruin an independent competitor, not only agreed with

the American Steel Association that the independent com-

pany should be charged $jo per ton more for steel than
the members of the combine, but raised a fund to bu used
as follows : when the independent company made a bid on
a contract for springs, one of the members of the Trust was
authorised to under-bid at a price which would incur a loss,

which was to be paid out of the fund. In this way the
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competing company was to be driven out of business.' l

These cases differ only in their complexity ftuin tin: simpler
modes of underselling a business rival. Mean, underhand,
and perhaps illegal many of these tactics aic, but after all

they differ rather in degree than in kind from the indies

commonly practised by most businesses engayud in Ho.e
commercial warfare. If they an? "unfaii," it is only in tins

sense that all coercion of the weak by the stron;.
1 is

"unfair," a verdict which doubtless conoVmns from any
moral standpoint the whole of trade competition, so far a-; it

is not confined to competing i*\rHlIpm* of production.
The only exercise of power by a Tinst or AFunopoU in

its dealings with competing capital which dej.t;rves to bu

placed in a separate category of infamy, is the use of nion;y
to debauch the Legislature into the granting of protective
tariffs, special chatters or concessions, or oilier privileges
which enable a monopoly company to get the butter of their

rivals, to secure contracts, to chuck outside competition,
and to tax the consuming public for the benefit of tin: trust-

maker's pocket Under this head ww may uNo reekon
the tampering with thfj aflwinislnitiiw of jiisfiec Mliich is

attributed, apparently not without gorxl reason, to certain

of the Trusts, the use of this Trust's money to purchase
immunity from legal interference, or, in the last resort, to

buy a judgment in the Com is.

How far the more 01 less* definite .-illrj^tiom upon tbis

subject are capable of sulvMantiiitmn it is 'beyond our M ripe
to inquire, but crrttim disclosuir!) in irmivrtion wi(b thr
Tweed Ring, the Slatulinl Oil (tonip-my, the Aiuliuiriii*

Cloal Tiust, and other syndiertJev, induec Uu* brliet tluit

the more unscrupulous capitalists serk to ititluriuv tbe,

CJourts of Justice as we.ll as thu Lejjjsl.tturn in piuMian* e? o|'

their business interests. Contributions to party funds lor
the purpose and with the result of inHmMiriiig tariff and
other legislation in their interest are methods of Ti usts

which, though matter of common brliei; uu< diliiruU <>!

proof. We have, however, th<s admission of Mr. i lave.meyer
before a Committee of Congress that the Su^ir TIIIHI ctur
tributed in Republican States to the fund of the Kcpubliean
party, in Democratic States to that of the Democratic party,

1
Baker, Mtufuffa a</ tht tt^tt, p, 85,
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in order to stand well with the dominant political power in

each State. 1

3. (f) The more or less complete control of the capital

engaged in an industry, and of the market, involves an
enormous power over the labour engaged in that industry.
So long as competition survives, the employee or group of

employees are able to obtain wages and other terms of

employment determined in some measure by the conflicting
interests of different employers. But when there is only
one employer, the Trust, the workman who seeks employ-
ment has no option but to accept the terms offered by his

employer. His only alternative is to abandon the use of

the special skill of his trade and to enter the ever-swollen

unskilled labour market. This applies with special force to

factory employees who have acquired great skill by in-

cessant practice in some narrow routine of machine-tending.
The average employee in a highly elaborated modern

factory is on the whole less competent than any other

worker to transfer his labour-power without loss to another

kind of work. 8 Now, as we have seen, it is precisely in

these manufactures that many of the strongest Trusts spring

up. The Standard Oil Company or the Steel Trust are the

owners of their employees almost to the same extent as they
arc owners of their mills and machinery, so subservient lias

modem labour become to the fixed capital under which it

works. It has been claimed as one of the advantages of a

Trust that the economies attending its working enable it to

pay wages higher than the market rate. There can hu no

question as to the ability of the stronger Trusts to pay high

wages. But there is no power to compel them to do so,

and it would be pure hypocrisy to pretend that the interests

of the labourers formed any part of the motive which led a

body of keen business men to acquire a monopoly. One
of the special economies which a lar^c capital possesses
over a small, and which a Trust possesses far excellence,

is the power of making advantageous bargains with its

employees,
A few of the stronger Trusts have recognised the ad-

vantage of detaching their employees from the* general
"labour movement," by introducing a small element of

1 Of. Jenks, Tke Trust Problem, p. 193.
9

Cf. Chapter XV.
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"profit-sharing," or by offering an inducement to them to

invest their small savings in shares of the corporation. A
small fraction of monopoly profits, thus laid out, purchases
industrial peace, and helps to induce in the general public a

belief that the profits of a Trust enrich many instead of a

few. It is claimed with some reason that the Standard

Oil, Steel, and a few other Trusts are administered with

sufficient intelligence to rero^nise "the economy of hijjh

wages" for responsible and high-skilled employees, But
the wages and other conditions of labour prevalent among
the less skilled workers in the Anthracite Coal Mines 1 and
in other strongly "trusted" industries prove that the

working classes in general have nothing to gain from the

economy of industrial monopoly.
But the practical ownership of its employees involved in

the position of a monopoly is by no means the full measure
of the oppressive power exercised by the Trust over labour.

Since the moans by which Trust priors are maintained ts

the regulation of production, the interests of the Trust offcii

require that
^

a luigi* part of thu fixer! Capital of the com-

panies entering the Trust shall stand idle. "When com-

petition has become so fierce that tin-re is frequently in the
market a supply of goods so ^reat that all cannot be sold

at remunerative prices, it is necessary that the competing
establishments, in order to continue business at all (of

course, under perfectly frei competition many will fail),

check their production. Now an ordinary pool makes

provision for each establishment to run in out; of the two

ways suggested. Manifestly a .stronger organisation like

the Trust, by sclenting the bast establishments, and running
them continuously at their full capacity, while dosing the

others, or selling them, and making other HSU of the capital
thus set free, will ruake a great saving."

2 Tim Whisky
Trust presents a notable instance of this erom>uiy. When
the whisky trade was worked under the looser organisation
of an industrial pool, each of the constituent distilleries

worked below its full capacity, one year at 40 per cent,
another even at 28 prr <vnU of its former output. Kut
when the 80 distilleries had entered the closer form of a

1
Roberts, Anthraritt Coal hidmtty*

M
J. W. Jenks, "Trusts in the United Stall-.," Kwntuuft MttnuL

vol. ii. p. So.
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Trust, in the following year all were closet! with the excep-
tion of the 12 best situated and best equipped: these ran at

full capacity, and their aggiegate output was as 1ai#* as that

of the 80 which harl been running before, 1 When at the

beginning of 1894, Mr. Carnegie combined with six other

steel manufacture! s, so as to bring 65 per cunt, of the out-

put under his control, outsiders were paid liu#j sums to

close their establishments. 8 The same policy lias bucn

adopted among others by the Cotton Oil Tnul, the Sugar
Trust, and the Rubber 'Tiust. a All the greater Trusts, in

fact, have followed this plan of closing entirely llui weaker
establishments and running only thu stronger, thereby effect-

ing a saving in capital and labour,4

Here we see a Tiust exurnising its economic power of

regulating production. That power, as we shall sue below,
is not merely confined to closing the infi.'rior mills in order
that the same aggregate! output may he. obtained I>y a full

working of the more efficient plant. Where ew.r-puidwiion
has occurred it is to the interest of th Trust to lessen

production, With this end in view it will suddenly dose
half the mills, or works, or elevators in a district. The
owners of these closed plants get their interest from the
Trust just as if the.y were working. JJut the labour of these
works suddenly, anil without any nmipensation for disturb-

ance^ "saved" that is to say, thu employees are deprived
of the services of the only kind of phmt and man/rial to

which their skilled efforts are applicable It is probable
that one result of the formation ol eu<:h of these larger trusts

has been to throw out of employment several thousand of

workers, and to place them either in the ranks of the

unemployed or iu some other branch of industry where
their previously acquired skill is of little serviiv, and where
their wages are correspondingly depressed* This saving of
labour is not confined to the productive processes* When
the American Slerf and Wire Company (now a branch of

the great Stool Trust) was formed, ilm services of 200
salesmen were dispensed with: one of the early econo-
mies of the Whisky combine was the dismissal of 300
"travellers." From the account given above of "the

1
funks T/tts Trust ProMtm, \\ 34,
Von Halle, p, fa, ft Vcm Halle, nn. 66, 108,

*
J, W. JcnkK, The Trust lWltm> p. 33.
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changes in organisation of production under the Trust it

might appear that the effect upon labour was not to reduce

the net employment, but to give full, regular employment to

a smaller number instead of partial and irregular employment
to many, and that thus labour, considered as a whole, might
be the gainer. An industrial movement which substitutes

the regular employment of a few for the irrc'gular employ-
ment of many is so far a progressive movement, But it

must be borne in mind fust that there is usually a net

reduction of employment, a substitution not of 30 workers

at full-time for 100 at half-time, but of 30 only. For not

only will there be a net saving of Ubour in relation to

the same output, the result of using exclusively the best

equipped and best situated factories, but since the Trust

came into existence in order to restrict production and so

raise prices, the aggregate output of the business will be
either reduced or its rate of increase will be less than under

open competition. The chief economy of the Trust will

in fact arise from the net diminution of employment of

labour. As the Trust grows stronger and absorbs a larger
and larger proportion of the total supply for the market,
the reduction of employment will as a rule continue. Of
course, if the scale of prices which the Trust finds most

profitable happens to be such as induce a large increase of

consumption, and therefore to permit an expansion of the

machinery of production, thu a^rcgati: of employment may
be maintained or even increased. But, as we shall see

below, there is nothing in the nature of a Trust to guarantee
such a result The normal result of placing the ordering of

an industry in the hands of a monopoly company is to give
them a power which it is their interest to exercise, to

narrow the scope of industry, to change its /watt, to

abandon certain branches and take tip others, to substitute

machinery for hand labour, without any regard to the wel-

fare of the employees who have boon associated with the

fixed capital formerly in use. When to this we add the

reflection that the ability to choose its workmen out of an

artificially made over-supply of labour, rid of the competi-
tion of other employers, gives the Trust a well-nigh absolute

power to fix wages, hours of work, to pay in truck, and

generally to dictate terms of employment and conditions of

life, we understand the feeling of distrust and antagonism

'5
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with which the working classes regard the growth of these

great monopolies on both sides of the Atlantic.

4. Those who admit that a Trust is in its essence a

monopoly, and that it is able, by virtue of its position, to

sell commodities at high prices, sometimes affirm that it is

not to the interest of a Trust to maintain high prices, and
that in fact Trusts have generally lowered prices.

Since the direct test of the strength of a monopoly con-

sists in its control over prices, great interest attaches to these

questions. Difficulties, however, present themselves directly

we seek to ascertain the facts. It is true that we can easily

learn the fluctuations in prices alike of the "tiustcd" com-
modities and of their chief raw materials before and after

the formation of tins trust. Thus we can ascertain whether

as a matter of fact trusts have reduced prices, or to what

extent they have raised them. By comparing the curves

for raw materials and for finished commodities we can

ascertain, though with less exactitude, whether the margin
has increased or diminished: if it has increased we may
generally conclude that the Trust is earning monopoly
profits by holding up prices to consumers, not necessarily
above the earlier level, but above the level to which they
would have sunk if the trust were forced to be content

with a normal rate of profit A most careful investigation
of the subject from this point of view was made by
Professor Jenks for the "

Industrial Commission." Dealing
with the Sugar Trust he reaches the conclusion that "The
sugar combination has, beyond question, had the power of

determining for itself, within considerable limits, what the

price of sugar should be, low or high, with or without com-

petitors, although, when there has been competition, it has

chosen to cut prices to drive out its rivals rather than to

run the risk of letting them gradually take its market on
account of its high prices. During about nine of the

twelve years which have passed since the organisation of

the Trust, the margin between raw and refined sugars hns

been considerably higher
1 than it was for three years before

1 We cannot however conclude Aum I his that ttic margin of profit

risus wrwpn*tfnffly9 for "jn rmler that the pmfils inny be 1he same
the margin U-tween tlic prire of the raw material nuil that cif the

finished product should Kcnuuilly increase blighlly with the increase id

price of ihc raw material" (p. 133).
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the Trust was organised and than it has been during the

three years when there has been vigorous competition."
1

The Whisky Trust has been less successful in manipulating

prices, for "whisky combinations have been able to hold

prices and profits high only for short periods, inasmuch as

they have almost invariably attempted to overreach and
secure too high profits."

2

The effort of the Standard Oil Trust is thus summarised :

"The Standard Oil Trust was foimed in 1882. From that

time on, for a period of eight or nine yeais, it is noticeable

that there is only a slight decrease in the margin. From

1891 until iSi)8 the margin seems to have been steadily

nearly or just a cent, lower than for the period preceding.
But the period of the smallest margin seems to have been
in the years 1893 and 1894. During the last two years'*
there has been a decided increase, not merely in the price
of refined petroleum, but also in the margin between crude
and refin tid.'

1 '1 This larger margin does not imply a

corresponding tun of profit, since there is an added cost of

refining to be taken into consideration.

The chart of prices in tho Tin Plate trade showed that

the immediate effect of tho combination was to raise the

margin, and the rise of profit thus obtained was afterwards

increased by a reduction in the cost of manufacture. 5 The
same general results followed tho formation of the Steel

and Wire Company (now absorbed in the Steel Trust).
"
Margins as well as prices of production increased rapidly

from the date of combination*"

5. Hut while such investigations may serve to illustrate

the control over prices which it is the main object of t

Trust to secure, they do not enable us to measure the

''monopoly" elemunt in consumers' prices, or the net profit

beyond the normal business rate, which accrues to a Trust
It may pay a Trust not only to lower prices to consumers,

but even to reduce the margin between the price of its

materials and of its finished articles; nay, it may pay a
Trust in absolute control of its market to reduce the

margin between cost of production and selling prices per
unit of its aggregate output. This reduced margin of profit

may still contain a monopoly element which, when the

1
Jenks, p. 139. Afrw, p. I4<>, I.e. 1898-1900.

Jenks, pp. 153-4. Jenks, p. 163.
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whole output is taken into consideration, represents the

largest aggregate profit which the monopoly is capable of

yielding.
It is only from a deductive treatment of the subject that

it is possible clearly to prove that Trusts possess a power
over prices antagonistic to the interests of the consuming
public.
A trust or any other business with a complete monopoly

of any class of goods for which there is a market will

strive to fix that price which will yield the largest net

return from the business. The prime question will be,
"How many articles shall I produce and offer for sale?"

The answer to this question will depend upon the relations

between two sets of calculations, the one set having
reference to expenses of production, the other to elasticity
of demand on the part of consumers.

On the side of expenses of production, the tendency to

restrict or enlarge his output depends of course upon how
far his business conforms to the laws respectively of

diminishing, of constant, or of increasing returns in other

words, upon the limit of maximum efficiency in the size of

his business. So long as a further enlargement of output
can be made with a reduction of expanse per unit of the

whole output, our monopolist will tend to enlarge his out-

put. But he will check this tendency by regard to the

demand side of the problem. If he produces a small

amount he can sell it at a high price, to dispose of a larger

supply involves a lowering of price. If the article supplies
a keen, widely-felt need, or strongly stimulates a craving for

increased consumption among those wiio talce oft the earlier

increments of supply, a large increase of supply may be
attended by a comparatively small fall in prices. On the

other hand, if the article has a weak hold upon the con-

suming public, satisfying the shallow taste of a small

special group, dependent upon "rarity "for its appreciation,
or easily displaced in the public favour by some other

commodity, a larger output can only be disposed of

at a great reduction of price. It is the relation between
these two technically unconnected considerations that

determines the practical power of a monopolist over prices.
As expenses of production fall, urging the monopolist
to increase his output, so the selling prices for his
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output likewise falls, urging him to restrict his output.
The actual maximum output, the production and sale of

which will yield him the largest aggregate profit, must

obviously depend upon the relative pace of those two price
movements,

CL

The above diagram
1 furnishes a geometrical cxprcs

sion of this play of forces, and indicates the difference

between the determination of a competitive and a mono-

poly price for n business conforming in the main to a law
of increasing returns.

" In the diagram the curved line 00 is taken to represent
the varying cost of production, and is hence called the

supply curve : the line w, representing the state of demand^
is similarly called the demand curve. The line ox would

represent the price under competitive conditions* The
perpendiculars fA and it represent thu pricus that would be
fixed by the demand if the monopolist were to limit the

1
Adapted with a slight alteration from Ely and Wicker's Kltmtntety

Principles of Economic^ p, 184.
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supply to eh or d lespectively, The lines gh and kl would

represent the total cost per unit of producing these various

quantities. The parallelograms ghq? and klnc lepiesent the

total costs of the different quantities, and the parallelograms

Jhpe and ilme represent the total returns from sales. Conse-

quently the smaller parallelograms Jgpq and ikmn^ which

equal the parallelograms representing total income, minus
the parallelograms representing total costs, represent the

net return. If the character of the two curves be known,
it is possible to determine by mathematical formula; where
the parallelogram of greatest net icturn will fall, and conse-

quently what will be the monopoly pi ice."

From this diagram iL appears that the monopoly price,

wherever it is fixed, at fk or elsewhere, must always be

higher than the competitor's price AV. Reflection, however,
shows that it is possible that by a coincidence in the two

curves, expuissing respectively expenses of supply and

elasticity of demand, the monopoly price and the com-

petitive might coincide. In other weirds, the economy of

enlarged production might be so great, and the economy of

reduced consumption so small, that it would pay a mono-

polist to sell a very large quantity of articles at a price
which was no higher, nay, u price which might be lower,

than the competitive price, For it by this term "competitive

price "we signify the market price which would prevail if,

instead of being a monopoly, the market were occupied by
several large competing businesses, it is quite possible that

a trust might find it pay to fix selling prices below this

point, For the expenses of competition, which a monopoly
ex hypothesi saves, must be taken into consideration iu

determining a competitive price: a trust might find it

profitable to fix a price which would represent some

positive gain to the consuming public from the establish-

ment of its monopoly. It is probable that under the

pressure of those forces actual cases have arisen where the

public has enjoyed under a monopoly lower prices than

would have prevailed under competition or some looser

form of combination,

6. The real danger of Trusts in their control of prices

appears when we consider this control in relation to the

various classes of commodities which foua the subjects of

monopoly.
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(a) The urgency of the need which a commodity satisfies

enables the monopolist to charge high pi ices. Where a

community is dependent for life upon some single com-

modity, as the Chinese on rice, the monopolist is able to

obtain a high price for the whole of a supply which does

not exceed what is nece&sary to keep ali\e the whole popula-
tion. Thus a monopolist of coin or lice in a famine can

get an exorbitant price for a considerable supply. But after

the supply is large enough to enable uvcry one to satisfy the

most urgent need for sustenance, the urgency of the need

satisfied by any fuither supply falls wpidly, for there is no

comparison between the demand of famine and the demand
induced by the pleasures of eating.
A monopoly of a necessity of life is therefore more

dangerous than any other monopoly, because it not merely

places the lives of the people at the mercy of private traders,

but because it will often be the interest of such monopolists
to limit supply to the satisfaction of the barest necessaries

of life.

Next to a necessary in this respect will come what is

termed a "conventional necessary," something which by
custom has been firmly implanted as an integral poition of

the standard of comfort* This differs, of course, in different

classes of a community. Boots may now be regarded as

a "conventional necessary" of almost all giades of English

society, and u monopolist roulrl probably raise the price of

boots considerably without greatly diminishing the consump-
tion. Half a century ago, however, when boots were no

fumly established as part of the standard of comfort of llv.

great mass of the working classes, the power of a monopolist
to raise prices would have been far smaller.

As we descend in the urgency of wants supplied we find

that the comforts and luxuries form a part of the standard

of life of a .smaller and smaller number of persons, and

satisfying intrinsically weaker needs, are more liable to be
affected by a rise of price.

(b) Closely related to this consideration, and working in

with it at every point, is the question of the possibility of

substituting another commodity for the one monopolised*
This everywhere tampers the urgency of the need attaching
to a commodity. There arc few, if any, even among the

commodities on which we habitually rely fur food, shelter.
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clothing, that we could not and would not dispense with

if prices rose very high. The incessant competition that

is going on between different commodities which claim to

satisfy some particular class of need cannot he got rid of by
the monopoly of one of them. This is probably the chief

explanation of the low prices of the Standard Oil. As an illu-

minant, oil is competing with gas, candles, and electricity, and
unless the monopoly were extended laterally so as to include

these and any other possible illuminants, the Trust's prices
cannot be determined merely by the pressure of the need for

artificial light. Though to a modern society artificial light is

probably even more important than cane sugar, a Sugar Trust

may have a stronger monopoly and be able to raise prices

higher than an Oil Trust, because the substitutes for cane

sugar, such as molasses and beetroot, arc less effective com-

petitors than gas, candles, and electricity with oil,

The power of railway monopolies largely depends upon
the degree in which thcjir services are indispensable, and
no alternative mode of transport is open. Sometimes,

however, they miscalculate the extent of their power. The

high railway rates in England have nj^ntly led in several

quarters to a substitution of road anil ranal traffic in the case

of goods where rapidity of conveyance was not essential,

So also in other cases sea-transport lias been substituted.

The stronger monopoly of American railways consists

partly in the fact that distances an; so ^ruat, and the sea-

board or other water eunvuyanee so remote, that over a large

part of the Continent the monopoly is untempcred by
alternative possibilities of transport
The reverse consideration, the possibility of substituting

the article of monopoly for other articles of consumption,
and so securing a wider muiket, has quite as important
an influence on prices. The possibility of substituting
oil for coal in cooking and certain other operations has

probably a good deal to do with the low price of oil. A
Trust will often keep prices low for a season in order to

enable their article to undersell and drive out a rival article,

a competition closely akin to the competition with a rival

producer of the same article. When natural gas was dis-

covered in the neighbourhood of ?ittblnir& the price was
lowered sufficiently to induce a large number of factories

and private houses to give up coal and to burn gas. After
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expensive fittings had been put iiij and the habit of using

gas established, the Gas Company, without any warning,

proceeded to raise the rates to the tune of 100 per cent

When we ascend to the higher luxuries, the competition
between different commodities to satisfy the same generic

taste, or even to divert taste or fashion from one class of

consumption to another class, is highly complicated, and

tempers considerably the control of a Trust over prices.

The power of a company which holds the patent for a

particular kind of corkscrew is qualified very largely not

only by competition of other corkscrews, but by screw-

stoppers and various other devices for securing the contents

of bottles. The ability to dispense with the object of a

monopoly, though it does not prevent the monopolist from

charging prices so much higher than competition prices as

to extract all the "consumer's rent," of the marginal con-

sumer, forms a practical limit to monopoly prices.

(c) Lastly, there is the influence of existing or potential

competition of other producers upon monopoly prices.
Where prices and profits fire very high a Trust is liable

to more effective competition on the part of any surviving

independent firms, and likewise to the establishment of

new competitors. This ability of outside capital to enter

into competition will of course differ in different trades.

Where the monopoly is protected by a tariff the possibility
of new competition from outside is Ic'ssunod. When the

monopoly is oounurlcil with some natural advantage or

the exclusive possession of some special convenience, as

in mining or railways, direct competition of outsiders on

equal terms is prohibited Where the combination of large

capital and capable administration is indispensable to the

possibility of success in a rivnl producer, the power of a

monopoly is stronger than where a small capital can produce
upon fairly equal terms and compete, If the monopoly is

linked closely with personal ^utilities and with special oppor-
tunities of knowledge, as in hanking, it is most difficult for

outside capital to compete effectively,

7, These considerations show that the power of a Trust
or other monopoly over prices is determined by a number
of intricate forces which react upon one another with vary-

ing degrees of pressure, according as the quantity of supply
is increased or diminished. But a Trust is always able to
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charge prices in excess of competitive prices, and it is

generally its interest to do so. It will commonly be to

the interest of a Trust or other monopoly to maintain a

lower scale of prices in those commodities which are

luxuries or satisfy some less urgent and more capricious

taste, and to maintain high prices where the article of

monopoly is a common comfort or a prime necessary of

life for which there is no easily available substitute.
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CHATTER X,

THE FINANCIER.

T. The origin and economic nature of twdern finance.
2. Relations between investor andfinancier.
3. Need of thefinancial middleman.

4, Earning capacity the irne basis of Capitalisation.

5. The art ofpromotion.
6. Manipulating the share markets.

{5 7. Ths control of sound profitable businesses.

g 8. Bank-loans as a factor in fastness finance.

8 9. The truingfo offinancialJorc^s in America.
10. Itfnawialpressurefor external markets.

ii. Thefinancial system as illustratedfrom South Africa.

g i. The structure of modern Capitalism tends to throw
an ever-increasing power into the hands of the men who
operate the monetary machinery of industrial communities,
the financial class* For huge cnturprises the financier has

always bi'en a neoessiiry man: in the ancient and the

mediaeval woild he found hirjc sums of money to meet the

emergencies of kings and great nobles, ecclesiastical or civil,

to furnish military or naval expeditions, and to facilitate the

larger forms of commercial enterprises which needed capital
Small iinunr.iers, as usurers or money-lenders, have at all

times lived upon the irregularities and misfortunes of the

farming, artisan, and .small trading classes, JJut not until

the development of modern industrial methods required
a large, fruu, various flow of capital into many channels of

productive employment did the financier show signs of

assuming the seat of authority he now occupies in our
economic system. Kvory important step which we have
traced in the growth of industrial structure has favoured
the segregation of a financial from a more general capitalist
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class, and has given it a larger and a more prufitable control

over the course of industry.
The elaborate differentiation of industrial processes into

separate businesses, the concatenation of a long series of

different businesses contributing directly to the production
of each class of commodities, the relation of each member
of this series to dependent or subsidiary businesses, each of

which is itself a member of another series of separately
ordered processes, the interdependence of the most widely

divergent manufacturing or commercial processes through
the use of some common source of mechanical power, or

some instrument of transport, the expansion of local into

national and world-maikcls which bring what were formerly

separate self-sufficing industrial systems into unity the

working of such an industrial organisation implies a deli-

cate and intricate mechanism of adjustments In order

that such a system may work properly and economically
there must be an automatic apparatus for the application of

economic stimuli and the generation of productive power at

points of industrial deficiency, and a corresponding applica-
tion of repressive checks at points of industrial excess:

industrial power must be distributed in some general form

throughout the entire organism to lie transmuted into special
kinds of productive energy where there is need.

This growing necessity of modern industry has reacted in

two important ways upon the economic structure first by
producing a radical change in the structure of the business-*

unit, and secondly in giving rise to "a class of pecuniary
experts whose business is the strategic management of the

interstitial relations of the system."
1

The quick rise of new manufacturing and commercial
business demanded a freer movement of capital than tho

older business structure could easily procure : old-established,

private businesses sought to expand: men with keen wits

capable of .seizing opportunities rosu "iroiu the ianks
w and

nc/eded th use of capital; vast new forms of ontiTprise in

railroads, mining, etc, demanded larger capital than private
finance could furnish, Hunrc the need of a information of

business structure upon a basis of co-operative capital, drawn
from innumerable private sources, welded into large

*
Veblen, Tk* Theory oj JtiuinM JKn'trfrhtt p. 39.
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and utilised for profitable industry by able directors of large

business enterprises. The wider spread increase of wealth

from new industrial methods enabled far more people than

before to effect private savings: the economy of large-scale

production precluded them from setting up in business for

themselves upon the small capital they thus commanded,
while improved methods of commercial intelligence greatly
widened the area of secure investment, tending more and
more to separate capital from the presence and direct

control of its owners, and to place it at the disposal
of big business men who paid interest to its owners for

its use.

Thus it has come to pass that in every field of capitalist

industry joint-stock enterprise has been rapidly displacing

privately-owned businesses. So long as the new class of

small investors had only the alternative of effecting loans or

mortgages at small fixed rates of interest, or of incurring
"unlimited liability" by investments which they could

neither watch effectively nor easily withdraw, the growth of

co-operative capital was comparatively slow, liut after

"limited liability" was set on a solid legal footing
1 the

movement became vury rapid and widespread. The appli-
cation of this new capitalist structure, firbt to public loans,

then to railroad, shipping, mining, and banking enterprises,
the enormous expansion of public or "company" develop*
ment in the supply nf municipal services, find finally the

extension lo industrial companies of every sort and size,

have revolutionised the character of modern economics and

politics. Countless thousands of citizens in America or

Great Britain arc part-owners of Innds, railroads, minerals,

factories, municipal plants, and public revenues in all parts
of the civilised or semi civilised world. Primarily this

signifies a divorcement of political from economic interests

for large sections of these nations: politically they are

members of a single nation with an area of influence and
interest thus circumscribed, economically they are to an

ever-growing extent cosmopolitans. In what important

ways this economic internationalism is moulding world-

politics is obvious, the cross-ownership among nations is by
far the most substantial guarantee of the development of a

1 In (Irrcit KriUin by Acts 18 and 19 Viet., c. 133 (1855), consul!*

dated by 25 and 26 Viet., c. 89 (1862).
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general policy of peace. Economic internationalism is

the precursor and the moulder of political international-

ism, the beginnings of which are laid in a common postal

system, a public or sumi-public organisation of railroads,

shipping routes, banking and telegraphs, and the increasing
exercise of public protection for foreign investments. The
early beginnings of this cross-ownership among different

nations are, indeed, often sources of national quarrels and
even of wars, where the owners of foreign investments which

are in peril of repudiation, or are otherwise injured by
" bad

government," are possessed of sufficient political influence

in their own nation to utilise the public purbe and the public
force in order to safeguard or improve their stakes in foreign

parts. But the wider normal tendency is towards a political

solidarity which shall reflect the growing economic solidarity

of nations*

$ 2, This obvious result of the community of economic in-

terests is, however, gravely impeded by certain group interests

of financiers within the several nations which do not coin-

cide with, and are often antagonistic to, the more stable

interests of international investors,

A clear understanding of the place occupied by the

financier in modern capitalism anrl of the harmony and

divergence of interests between him and the investor is

essential to the study cif the industrial system of to-day.
The modern financier may be regarded as the product of

the joint-stock company,
1 and can best he understood by

studying the "natural history" of this form of modern busi-

ness structure. The theory of a "company" is that a

number of persons owning .some capital which they cannot

1 Then 1 is anollu-r lap-root nf fuinnrts- namely, the (luvdopniutit of

national borrowing, which playi perhaps nil ovrn inure important part
than joint-stuck tMilcrprise in ihu Imsnuss of sumo of tin* greatest

Kuritpcun financial houses, Tim grwl family fpnup oi' KolliM-liilds,

anil to a less extent such fmus as Baring's Iluiuliri>'s, Stern's, anil

(losrhcii'ii, have devoldl tlu'insdvcs to float ing, ilwilinj* in, and imuii-

painting those public dcUs which aro tin; h'niinriul expression of

imnkni political movements. This oMcst f*Ul of ])nfitablt finance

lias expanded enormously \viili the <ltivcl(])nu
int o( public expcitdituut

upon war, nutinnuMits, anil piniluctivt! entfipritie in Europe, the bar

Kast, aiul in South Atn^rirn, Immensely important AK is this (iuhl, it

lies, however, so far onlsiilu the nrra of our investigation that w<" (*an

only Iwntrjw upon it a few passing {*l.uic.MS indicfttivt* of its reactions

upon private capitalism,
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otherwise profitably employ agree to
"
pool

"
their capitals,

so as to form a capital lar^e enough for profitable use in

some business which they select: they choose directors to

represent their interests and to exercise a general control

over the business, subject to their over-ruling in a general

meeting of shareholders ;
the directors appoint managers,

who are in command over the actual industrial processes; the

supreme and ultimate contiol always rests with the body of

shareholders, and the motive of the undertaking is to fur-

nish them with the largest profit upon their capital,

The formal structure of a company as a legal entity reflects

this theory. The actual origin and working of most com-

panies, however, is very different. A practical business man
gets hold of what may be called

" a profitable notion." This
"notion" may have a solid concrete basis in some actual

business which he has been running on his own accounl,
and which he thinks can be "put upon the market" in a

form to attrart investors and enable him either to escape
from active business life with a large independent income or

to remain in command with so much more capital at his

disposal that he, can ^neatly increase the net value of his

property- Or the "
profitable notion" may reside in some

patent of a now process of manufacture, the utilisation of

some m'w source of supply, the opening of some new
market, or, finally, in some new business organisation

which, by "pooling" or amalgamation, shall effect economies
of cost or control of market.

Whatever be the basis of the "notion" the business man
is concerned with its vemlihility in the investment market
In order to make it into a marketable commodity he must
have recourse to the assistance of general financiers who are

dealers in
" vendible notions," and arc able to put them on

the market in such a manner as to tempt the investing

public into buying, Such a "promoter" will sometimes be
himself a great capitalist, or will have intimate business

associations with some groat banking or finance company
which is prepared to " back" the project by "underwriting"
shares. If the project be "sound" -

*>., either immediately
vendible or industrially profitable as tin interest yielding

investment, the "
promoters

"
will dispose of certain blocks

of shares to other capitalists, and will participate themselves

before putting it upon the open market
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The initial anangements will be dominated by the desire
of the "vendor" of the project and the "

promoter" to pro-
cure for themselves the largest possible proportion of the

profits which may accrue, either from the sale of shares to
the investing public, or from the development of a steadily
remunerative business in case the project is well fitted for a

prolonged industrial career. If it is designed to work the

Company as a profit-making concern, the vendors and their

financial backers will commonly retain a sufficient propor-
tion of the share-capital to enable them to keep control
over business operations. In America it is common in the
construction or reconstruction of Corporations formed for

profitable working, for the promoting group to retain in

their hands all or nearly all the ordinary shares, letting in

the general public only as mortgagors. In Kngland the
usual policy has bcc:n to offer to the public a large holding
of ordinary shares, as well as the bulk of preference shares
and debentures, and to tiust to the prestige of the directorate,
backed by a sufficient support of personal holdings, lo en-

force the policy of the board. Such is tin* case in most
British Railways, Jinking or Brewing Companies a wide-

spread ownership of the stork accompanied by a sufficient

control of voting power by the directorate to give them
command.

In form, therefore*, an economic democracy with an elec-

tive responsible government, the jnint-Ktouk company is in

most instances a close oligarchy: the monetary support of
the public is wanted but not their direction, Diffused

ownership with concentrated control is the distinctive

feature of the Company; so far from the investors choosing
their board of directors, llu; board their chairman, and the
directors executing this will of the investors, the actual pro-
cess is the reverse. The chairman, probably the nominee
of some big promoting capitalist, is given the post and one
or two financial or ornamental supporters are put in as

fellow-directors; this tiny group nominates the rest of the

directorate and force their selection in the mooting of share-

holders; having the initiation of the business In their hamls

they dictate the policy, retain despotic power in all vital

matters, communicate to the shareholders whnt is convenient,
conceal what is inconvenient, ami resist - almost in evrry
case successfully--attempts of a refractory minority, or even
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majority, to question thuir conduct, or altLi thu composition
of the board.

High considerations of induslrial expediency, if not of

necessity, seem to require the maintenance of an ffFuctivu

oligarchy in the control of business, though at tlic snnic

time requiring a wider distribution in the ownership of the

capital engaged: this expediency of conccnlialeu control

forms the lutinnal bans of a finanrial power whirh, as we
shall sue, is linbli; to ftient and dangerous abuses.

3. This "
Company" sliucluro of modem business which

is now virtually in possession of the entire field of capitalism
in the mining, transport, banking, and large manufacturing
industries has given rise to finanrial methods and interests

requiting
further study.

The fir-it salient point in this study of the relation between

modern finance anil modern concrete industry is the figure

of the ordinary investor. Now an investor is animated by
one of two motives either the desire to hold stocks or

shares in order to gut income from the profitable conduct

of the business which they rcpicscnt, or the desire to sell at

a rise and so suami by a coup an addition to his capital.

The two motives are iinjiit'iilly combined in the same person
and in relation to the same class of shares: some buy to

hold, others to sell, and a large number of mm engaged in

some special business or other avocation are continually

tsngaftcd in .shifting their investments, partly in order to earn

higher interest, partly to make profitable mps* There are

also classes ot mun who, quilting some special calling,

virtually occupy themselves in these more or less specula-
tive aspects of investment, never organising any financial

operation but operating through brokers on the stock

markets.

A vury largo proportion of the well-lo do classes who

possess some property or have made some savings are

occupied in investing them in businesses thii nature of

which they cannot really know, ami the conduct of which

they cannot as slum-holders npprr.ciably influence. The

Burkugii of mw capital demanded for the expansion of old

industries and the cstaUishme.nt of new conies mainly from

tlu'e claH-es of small and middling investois, who know
little of the. artual working of the finunr'iul system and can-

not by their industrial action control it What we have
16
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here is in fact a. great capitalist proletariat, who bear to the

operators of finance a relation closely analogous to that

which the labouring pioletariat bear to the employing class.

The ordinary investor, the small capitalist, must sell the use

ot his capital, as the labourer must sell the lists of his

labouis, to some organiser of a business enterprise if he is

to get any advantage from possessing it Now, since his

capital is evidently wanted to co-operate with labour-power
in actual operations of industry, it might seem natural that

he should sell his use of capital direct to the same man who

buys labour power, the entrepreneurs or managers of a busi-

ness concern, In a simpler state of business this is what

happened the owner-employer privately hot rowed money or

obtained advances for the conduct of his business. But in

the more developed business-form the "financing" becomes
a function separate from that of business management and

passes to a separate class of promoters, bankers, brokers,

and other financiers. These classes aro "middlemen"
between the investor and the entrepreneur or organiser of

concrete industry, gathering up from countless sources the

idle capital of the community, and directing it through the

various channels of investment. Such men are the whole-

sale dealers in "money" or fluid capital, and the private;

owner of capital must place it in their hands if hit wishes to

employ it. The "terms" he can get for its unhand the

economic nature of the use to which it is actually put, are

largely imposed upon him by the regulations of the financial

system, similarly as the terms of the employment of various

sorts of labour are directly imposed by the rules or customs

of employers and the technical exigencies of the trade, A
large fraction of this garnered

"
capital

"
lit*:? at an> given

time in thtj possession and at the disposition of bankers,
stock and bill brokers, in a fluid form, supporting the

general volume of credit by which the operations of buying
and selling an* conducted in business. The rest of it is in-

vested in slocks and sharps and mnrltfay,e,s, the owneis

receiving ( r being entitled ti> receive) MI rip representing a

claim upon the capital value, of (Titnin ronr-rete, business

forms and on a share of their cammi 1

/*.

Kvcn in tin; simplest form of conducting a small business

on the safest basis the element of speculation exists. Op.

lKjrtunhit'8
of extending tlie business, or of adopting some
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new plant or machine, induce the business-man to bortow
from neighbours their savings; or some unforeseen mis-

fortune drives him lo seek a temporary loan in order to

tide him over the L'nvigenry: he borrows in order to make
an additional profit 01 tr> spiead OVCM a longer period a loss

which falling at a single blow might break him. In both

cases there is a risk, in both cases hu gives security to the

lender by giving him a moitgage 01 other lien upon his

property, in both rases hu trades on "
credit," buying and

selling goods which in part belong not to himself but to his

creditors.

The distinctive characteristic of modern large business

is that this abnormal and occasional practice has become
universal and perpetual, and that a large intricate financial

machinery exists for operating it. Credit enters into the

financial structure of the company business at its inception
in the form of capitalisation : it enters into the functional

nrtivity of the btisinuss in the way of discounting bills, bank

advances, ami other temporary loans.

The whole system is one of betting: not indeed blind

gambling, but speculation in which foiesight and chance

play parts of varying magnitude. In the burrowing of the

simpler business man the latter backs Ins skill and luck to

produce and sell within a given time a sufficient quantity ot

goods at u sufficient prke to enable him to pay back his

loan with interest, at the same Lime earning for himself a

profit. 15otli borrower and lemli/r hum evidently look in

this "speculation" to the probability of profitable sales.

What is true here, ivnumi.s true of the more elaborated

speculative system of modern "credit." The financial basis

of the whole "credit" system is the estimate of "gaining

rapacity," the ability of the ar.tual business apparatus to

market goods al such a rate and such a margin over cost as

will enable a profit to be paid: the diseases or errors of the

rredil system sire all attributable either ID miscalculations or

inisrL'pn-KtHit.'itinns of this "earning cnpaeity."

4 In honest company business, alllumgh the form of the

capitalisation is to attribute a M'pnrati! value to the tangible
assets land, buildings, machinery, stock, etc,, and the

intangible assets sueh as patents and goodwill, the reul

valuation of the assets is upon earning rapidly. If, as

often htippims, the tangible assets are valued nt cost of
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production or of replacement, the intangible assets can only
be valued by their net productivity, which in its turn can

only he estimated by attributing to them all thy capital
value of the estimated future earnings beyond what is

assigned as the cost or replacement of the tangible assets.

Goodwill is indeed the clastic asset commonly used to

stretch the capitalisation up to nr beyond the limit of thu

rapitaliscd earning capacity.
A sound estimate of earning capacity is thus the sheet-

anchor of honest finance in formation of companies. .Based

partly upon a just actuarial account of normal earnings in

the past, partly upon the probabilities of an expansion of

profitable business in the future, it rli-nvcs chiefly from the

latter a large degree of uncertainly. In taking past earnings
as a basis of calculation of futuru earnings, even wh jre past

earnings are fairly computed, ii conservative financier would
take into consideration the probability of new methods
of production in the bunds of energetic rivals as dis-

counting the value of present goodwill and patents. On
the other hand, where the objuct of the formation of a

Company is to establish a Pool or Trust or other

"monopoly,
11

it is legilimiilu to take account of this power
to control the market and to hold up pneuii as a factor in

Turning-capacity.
It is evident that, however nirufully financed, ;i large

Company, whether its pulatue earning rapacity depend,
largely upon control of markets or upon' the ordinal y

competitive weapons of organisation, patmts, goodwill, ele.,

or even upon improved economic-; of puulnrtion, is highly

speculative in its present value. In llie present stage of

capitalist development, where new nations ate rapidly

entering this field of competitive production, where tins

industrial arts ant shifting s> quickly, and where new
markets arts constantly arising irom an extension of com-
munications and an expansion of wnnts, it is probable that

this essential factor of spmilntiim is growing larger, render*

in;; it mom difficult lo forecast earning rapaeity wilh any
degree of aeeuracy. A well e .liiblishcd business, wilh an

e\]u'ii'.ive equipment of the best plant ami an rxri-ll lit

name, is liable at any Jime to be oulelas'.rd by u rival \\ith

some new machine, and to be obliged to "scrap" its

valuable plant or BWS its enrning rapacity on/f out, leaving



MOJJERN CAPITALISM. 245

its assets, tangible and intangible, quite valueless A
famine in India may knock out the margin of his profit by
laising the pi ice and icbtnctin^ the supply of his cotton or

other raw mateiial, a coal strike may .Hop his source of

power, a war in China or a xevolution in Argentina may
destroy his market; with every expansion in number and

variety of markets in which he buys ami sells conies an

increasing number of incalculable iNks, Though seme uT

these may be <,anr:elled on tins theory of put Ling 'one's eggs
in several baskets, the net icbult is to lender future earnin^-

capacity lc>s calculable. Jinta-d, the Blowing variety and

magnitude of these risks has hugely given ri&e to that great

department of modern finance known as Insurance, which,

by discounting and distributing certain specific risks, such
as loss by lire, loss at sea, dishonesty of employees, etc.,

counteracts to some extent this growing incalculably of

future earning.
5. The limits of the sound and useful seivicc of the

promoter** and linaiu:teiK in umstiucting and in floating a

Company aie now quite evident. Tiu-y consist in a just
calculation on actuarial and other buses of the future

earning-capacity of the business, its capitalisation upon
these base;;, and the distribution of the stocks and shares

and their marketing in forms most convenient to the

investing public, who are informed of the tine nature of the

business into which thuy put their money. An ngjeed and

recogniwi-il rate of coiimii.iuion for such work ot financial

construction ami promotion, with a luithur commission for

underwriting, paid uithfr by tlu; vendors or by the Company
or both, would be the &ain of the [m;inater and financier

most conformable to reasonable business methods* Placing
a business upun a basis where it can command more

working capital and more bank credit increases its com-

petitive, and in some instances even its industrial, efficiency,
and is entitled to payment for this service.

But the actual operation of the IIIMUOUT ami iinancii'i in

construction of ('omp.'tnics ami the nntine of the ^ains
which accrue to tlu*ui an; not normally confined within

tlusc limits. The vendors, promoters, unit underwriters of

a Company are not unnaturally given to ralrulating in UK;

first place how much they individually and collectively can

get out of the business enlerpri.se, or in other words how
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little they can leave to the culinary investing public whosj

capital they want to attract. It is their pi ofit and not the

interest upon the shares of investors that is the originating
motive of mos>t Companies, as we hayu seen.

Now, they may take these profits in thi<-e different ways.

By over-valuation of the earning capar [ties of the various

plants of amalgamating businesses, of the patent ami

especially of the goodwill
1 and other invisible assets, tln-y

may bloat out the capital value of the Company to the

utmost, distributing among themselves in vrnrloib' and

promoters' shares and in other payments as much of Ult-

raore vendible stocks as they run comvul, substituting in

this capitalisation the consideration of iinimiduitc vm
dihility for future

earning
ra parity. So far as Uu;y can

succeed in raising the immediate market valiu* of the

stocks they have nl lotted to themselves for ,servi*eK or

obtained by the ordinary muthod of .subscription, it will bu
to their interest to unload these stocks upon tlu; market
before the inflated canitaliwaum of the maiket is cfltalivcly

exposed.

Agreatdftal of "bfigus" company promotion and even
of more substantial promotion of family businesses and of

combinations is primarily motived by the dr.itr of tltt;

financial promoters to seoop out tin 1 whole? v;ilur oi tint

Company by this method of cxtKii (ion, whirh .shall leave
the swollen carcase to whrivel to its mejigro unprofitable
dimensions in the hands of deluded investors. Tlui arts of

1 "This goodwill is chiefly a aipilalisatiou of UK; <!iitui uti.il ,v\*

vantages pos&essml l>y llu* hevciul cnncunitt m* rdiri^titntN IK Inisin^.-t,
and is for the most part of uo us<; tor <itluT th.ui tTuuipiriitivi: laiiiitr\

ends. It liits for th<; tun',1 part no
;ijv',i*'r,

;ll<1 iu<lustna! (Jii-rt, 'J'hc

dilferentUI ailvantaf>i*s poAsesiccI liy tfii^iui'v. nwrwns as rjnii*iHt\
disap]>ear wlicn I In- o/iupc

ltiloi^ ate tnct^i'<l in the <l<^rc*: in whiih
thijy cease to w)iin;te with rival Imldci , fitr thu fame riviijj^ *>l ItUMm-ss.
To this m;n^atc dduucf ^MK! will oi I lie ruiiiinliitittec) rot'<-ntti (which
in the natuic of things van iuak<; only tin iHui'jiMry .'j;j',M^at^J is a>lileii

something in the w;ty <tf an ium'muit of tigudwill l^It.n^iu^ to the
new corporation a *uf:h."< Vi-Mwi, Tht\y tf / Mitwtt Jnt*rfitiwt

pp. 12(3-7.

(So far, however, ut* i;ouilwill is cvpjcsHwi in fcnus of "crcrtji/
1
this

consolidation may cream a value uf nootiwiU Imjpr lh the
guodmll of the MialftuiuLtinj', unilx: the credit of the new cu
may be greater than the added cwliu of the M UIKM, Thin
admi u, |>, iC^uotc. -J. A, H.)
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d>awing a ptospectus and of "making a market" are

devoted to tho single end of pioilucin^ a tempoiaiy boom.

Improper aroountaix y misrepresents the value and the

past profits of Ihe 1 justness that is incoipoiated, expeit

engineers, chemists, fir., aic paid to over-estimate the

productive and profit-'jarning capacity of the mines,

machinery, and other plant acquired by the Company; well-

known business names, and in Great IJiiiain politicians and
titled personages, airj prom red fur the directorate; the

bright and solid piuspixlK of thu business are set out with

consummate lileuiry skill, every present di-fert or future

lisk cau'fully eonrailed
;

the whole glamour of the pre-

position is suddenly flashed before the face of the confiding

public by a parade uf full page advertisements* Any
sluggishness 01 suspicion of the investing public is over-

come by making a market, thu promoters manipulating

prices by collusive dealing uti the riunikel, until thu outside

investor i.s lured on to buy*
The motive and eflcrtl of tlu\se financial arts are to create

a false conlidiMin* on the part of the ordinary capitalist or

investing public which expresses itself in a tumpoinry boom
uf watered stacks, ,

This of (.our;;r dnt's not exhaust the functions of the

promoter, especially wltne an iimal^amalion or the forma-

tion of a u
tiust

"
is the objw.-i of the Company. Ifi:re there

is nuifh si'opu for !itr,
(

iti'iin work of u prejKUatury natun"
rival inUTt'Sts must be fused u[M>n terms advantageous to

the trust makers, with much uso of bluff, intrigue, threats

bribes, and actual processes of "Iree/ing out." Whei

strong businesses "stand out" they can often obtain an

exorbitant price for consenting to come in, and this exor-

bitance is a large factor in the over-capitalisation of the

Company.
1

This formal over capitalisation or statement of the earn-

ing capacity of the Company in an excess of shares, would,

however, be comparatively h.irrniesu (and useless to pro-

mt>U'i') unk'Hs the processes of over-valuation were con-

realiuL When this over-capitalisation, attended by a sale

nl iuiliileil stock by iho promoters, takes place, the business

is of course one of organised deception, that of a profes-

1 Tin- AiKuitic Shi|)[>iujj Combine well iUubUntvs this point.
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sional dealer palming off a shoddy or adulterated article on
to an ignorant amateur public.

1

While this fraudulent method of flotation is only too
common a practice of professional promoters, profits of

company formation are not confined to this on^in. Even
where the vendors dispose of the great majority of their

shares it does not follow that the piofil they extract involves
a deception of, or a loss to, the investing public. Where
the new form of the Company represents u reul economy in

production, marketing, and credit, as compaied with tin-

older business or businesses, the promotion creates an
actual fund of gain which the vendors or promoters me
able to take while selling to the public shares which arc

genuinely interest-beating secuiities. Whure for private
reasons of convenience a family business is converted into

a public company, the promotion has often bison cmulurtud
without deception, the vendors lealisuitf in shares hold or
sold a substantial profit firmi the supuuuniy of tht: new
over the old business form. Hut where it is possible, in

modern business life to make a large additional gain within
the limits of legality, it is generally made and a profession
is founded in order to make fiis sort, of gain. Hence a

laiger proportion of modern Company promotion ib initiated

by professional promoters who are not primarily concerned
with the yains which represent technical improvements of

the Company structure, but with the gains got from an

ailificially produced vendibility of shares.

6, Most financiers or money <le;ilers, however, aru not

chieily engaged in promoting Companies, but in getting

profits from handling the stocks and shaius upon tht!

innikut. As in Company construction HO here the
business rests on a real foundation of utility or pro-
ductivity. This utility consists in using skilled fore-

sight, HO as in direct the flow of industrial capital into

1 fin simpliriiy we have assumed that the "pruiuulcrs" cluur oul
of llm Company alter a fnsl unlotulin;) of their sluing ujiim an fultfii i.tlly
iiill.il I'd muikct.

Often
it is quite otherwise; they main a sullu'inil

conli'tl over lilt* ordinary shares to ouulih- I!RM, aftci the r.uui]Miiy h,u
fjiilL'il mill pme into liquiiUaioii, to a ,Miuit: Uie ta^l: ol K'tviiNnirtion,

iluiiiifj
which they can fri'ii/,* out the huiviviu^ Sntunr-.tii of oui i

.iih'fs

and sillier st'ourc the teal tissuts of tlie rer:uu&LuiUc<[ company Jur

l*u)iilab]e hultlin^ or ]ilay anew the furuier flume of unloftiling inflatotl

[)uu a nuwly-iuade muiket,
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the most serviceable industrial channels. For the rises

and falls of blocks and shares, so far as they are

natuially induced, and rest upon sound business informa-

tion, am the financial machinery directing the creation of

the viuious quun titles of concrete capital ruquiied to co-

opeiale with labour in the most efficient working of the

various industries The really useful skill of stockbrokers,

billbrokuis, bankt^, anrl other financiers who handle stocks

and shaa-d, buying or .selling them, discounting them or

advancing money on their use mity, consists in intimate

knowledge of th industrial anil commercial facts that give
value to the piws of paper which they handle in other

woidtf, a knowledge of the relative strength and weakness of

the vaiious trades and of the particular businesses which

operate in them. It is their function to stimulate and
diiect tin 1 How uf < rcdit, and through credit of actual indus-

trial power, fnim tailing to thriving trades, and from ill-

urilercil mul unprofitable to well ordered and profitable
buMmiws, To assist in putting capital where it is most
wanted is thus the social function of these orders of

linandurs. The performance of this work requires not

only large, and accurate knowledge of facts, but high

qualities of combination and of constructive imagination
in interpreting the probable course of future movements.

Dealing in the mott mobile, changeful, and divisible forms
of vendible goods, the money -market is of all markets the

must complex and at the suun: time the most unified in its

struclmc, and it admits oj a high ordor of specialisation,

(tamps of brokers or liiumcicis attach lluunsdves to par-
ticular classes of stocks, the classification being partly
local <v,

r
,, Stmtli African mines or American railroads.

Thi! "k'ghiumtti" business of this finance is to opeiate
the nwchiiuTy for the distribution of r.npital by accurate

rcgistt;ition and c;ilt illation of prkxMnomncnts. Since the

limits il' calculation iir often very nairow, the element
of ch;iiHX' or spci ulalion musL miter in as a necessary

mj',n:du
jnt of th: busin* :.;. M> far ;i:, any iiulividuul operation

is c.tmcctual. Hut \\liilc the i^uuiiuuie uf most amateur
invtrslors c<;uvcits their invi^tuients into mere acts of

gambling, the proCrMMuuui financier is not properly a

gambler* When he departs from "legitimate" finance it

is not pi i manly to gamble but to manipulate prices, so as
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Lo iissibt his calculations. Instead of meicly predicting

price-changes he endeavours to produce them. If hii is

able in any way to cause and to regulate fluctuations of

prices in any class of securities, he can buy at the bottom
and sell at the top, an obviously advantageous method: if

he can sit foi some time upon a class of slocks, rocking the

values up and down at will, he may be able to extract Horn

the ordinary inventing public a larger quantity of money
than could be &ot by any single coup of Company pro-
motion. Any group of financiers furnished with laige

enough ^sources may fasten upon a stock, using it either

to milk the innocent investing public by preconcerted price
movements which deceive them into buying ami selling at

a loss, or to coiner the stock and squeeze other finaneieib

int "in the know" by fairing thorn to buy stock at

monopoly pi ices in order to fulfil their engagements. 1UU
llic financiers, who are themselves promoters or dm'i'tors

of a Company and have retained huge blocks of shares, can

play this profitable game ul a great advantage. Instead of

over rupitulisiug a Company at construction and clearing

out by a single act of "unloading," they may retain their

shun:.* and use them for wlial in euphi'inii.lirully tinned
l(

H|i(M'uhiling
J> on tin- bour: e, but what is in irnlity ;m

dtrnwle ^lijJii'.ing and dq)Uii

.sin;; rif priri",.
'

Stjp"ii'i or

,'iirly at'u'fjs to infoi million ui.vt tin ilui in-'Vinrnt ni

prices gives tin-in tbeir fu:*t adviuiliij'v
1

; thiii they may
supplement by manipulating public opinion thnni^h iln:

press' j finally, their financial position and cuntiol !' wove-

nu'iils cnabh:s them more cftoctively than oulhidi-rs (n bull

and bear the market. An intiinsically uniiuund busiucss,

with incalculable or fluctuating assets, best Ir.nds itself to

such operations. A classical example it) modern fuuuuv is

the South African (^luirtored Company, it wil'lly spcctiiutivc

venture; of such mugnitiuUi and Huptirilcial possibilities, so

*ell adapted to political and .sentimental appeals, as to

enable its craft} orj-vmiwrs to plan and execute price move-
ments of enormous ratify The ndvatra^cii enjoyed by
JinancicrK "in the know" arc well illustiutcd by the rnvnl
of tlu: holding of Clhartered Shines boluru und alter tlu:

Jameson Raid by Messrs. Rhodes, licit, kudd, and their

intimates in South African Iinance,

Thenc opuratituus of nnanciurs in managing the play of



MODERN CAPITALISM. 251

mobile stocks resembles the keeping of gaining tables: from

their standpoint it is business, from that of their clients it is

gambling; umlui normal ciicumstanccs and in the long run

there is little risk for them they must win, the amateurs

who play with them must lose.

$ 7. The skilled financier, who makes large gains by
''.speculative" business in floating companies and planning

conpb upon the Stock Exchange, desires, if he letains any
"cunfici vativu instinct," to possess some .substantial, profitable
ulake in the wnikl of finance, some considerable investment

in real estate 01 in legularly rcmunwative businesses: such

holding substantiates his credit, gives him social position
and respectability, and so assists Ins speculative operations,
besides furnishing a soft bed on which to fall in the event

of .some knock-down blow. Thu master of modern finance

docs not therefore u.se all his resources in speculative busi-

ness, nor does ho find it to his interest to impart mobility
to every form of investment. In his career he enjoys ex-

rvptional opportunities of making 01 discovering genuinely

profitable investments bused upon the control of ricli natural

resources or other protective support, Th<: directors of the

Stnndanl Oil TiuM or of the KasL Rand Mines or ])e J3een>

do not "KIWI! ilc" with such stocks, nor do they lot out of

their hum Is at any time tin; control of these profitable husi*

nciiM's; they only speculate with thu surplus gains which

jpiin,i.;
from iiiich "monnpitlius," aiul with the cumulative

pioiits of their well-dire* ted speculations.
The financial ehw,, then, as distinguished from the main

body oi' capitalists or amateur invusluis, grafts upon its

legitimate, and useful function of dutenuining and directing

ilu; most productive flow of capital, three methods of private

Kiim, each of which is a corruption and abuse of its true

nmetion.

Planning and promtUin^ (^oinp.nnie:; bused, not upon
eeottumy <;i ijitlustiial or llnancial working, but upon an

aiitiilly cnlianei'd veiHlibility oi shares, they cause, a wusUf

of general rnnitnl by obtaining an excessive subsciiption to

the Company iitul diverting the excess into their own

pockets, thus imparting insecurity to otherwise sound

buh'me.sscSy damaging their credit and impeding their pro-
ductive openitions. To this waste must, of course, be added
the injury wrought by floating "bogus" Companies which
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have no actual foundation in the business woild; the wide

prevalence of these criminal adventuies not only wastes

capital, but, disturbing public confidence, furthei impedes
the easy, natural flow of capital throughout the industrial

organ uiin.

Cieating or stimulating fluctuations ol prices in order to

tunUive comers or to praUise conceited coups is an even

more injurious dislocation of the social machinery of finance:

it is a fnlsifiCiLtion of the automatic register of values ex-

pressly designed to determine the most productive applica-
tion of rupital

Finally, the creation, absorption, and supreme control of

the most profitable forms of natural monopoly ami other

abnonuully prosperous businesses impait a stn-u^Lh and

solidity to the new financial oli^aichy which enables it to

fasten its hold still more fmnly on the necks of the prole-
tariat of capital, who thus, cut off more and mon; inmi
secure investments, arc driven into the "gambling hells" of

speculative stocks and shares kept by those masters ol

finance.

The multitude and magnitude of these intcifeienres with

the delicate adjustments of the financial mat hinery directing;

the How of capital involve other indirect consequences ol

iinpmtance. They impart debility and insularity to the

actual processes of production and of conumtrcc under tin-

new order of capitalism. The business; of a Company who;,

stock, over appreciated upon construction, is allowed af'U-i

wards to slide, or is made the sport of gamblers who toss it

up and down for private financial purposes, is rendered

insecure; the aduul flow of capital into it, plumined at the

source, is iusulnV.icnl (or its lull expansion, attempts to

"suppoit the market" by earning good piofits thiou^h

economy of "costs" or other unsound business- fuium,v,

drive the Company into dirticultics, force it to call up mon-
of its capital, weakening its gencm! credit, while special

emergencies impel it to seek advances from bankers ittul

other accommodations.

g 8. From the financial standpoint the whoh; ofthcecoiiouiv
of lur^e-scale proilnction, and in particular of joint stork

enterprise, may be siumned up \\\ the .siiJ|;le phiast', i tilnr^rd

credit This credit, however, h not merely diawn Iroin the

investing public in the form of subscription to its
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and bonds: the "capital" thus created is also a basis for a

more clastic sort of credit required in the actual running of

a modern business. In order that a business may make its

maximum earnings it must serure the quickest turnover and
the largest volume of business. This expansion of the rale

and volume of actual business involves the use at certain

times of a fur larger amount of "money" than is actually
owned by the Company: the Company must buy more than
it can pay for in cash, and must obtain from elsewhere the

purchasing power. It is driven constantly to increase its

liabilities and to discount its bills. In other words, it must
have recourse to bank credit, using its actual capital, visible

and invisible, as collateral security upon which to obtain the

use of a far larger amount of credit Although interest or

discount must be paid for this bank credit, it is obviously

profitable to use it so far as the increased volume of busi-

ness thus made possibles yields a margin of profit in excess

of the rate paid to tho bank for "credit." Since any firm

which employs this command of credit to the full has an

advantage over another firm which does not so utilise it, the

impulsion to its full employment in competitive tradu

becomes evident. "Under modem conditions," writes

Professor Veblcn,i "business cannot profitably be done by
any one of the competitors without the customary recourse
to credit. Without the customary recourse to credit a
' ren&onahlo

'

return could not be obtained in the invest-

ment."

Jiut when; businesses are normally wurked upon a basis

in which ennlit is strained to its utmost, it is clear that any
abnoimal occurrence causes trouble. Where in addition to

the risks to which nil industries are more or less exposed,
from natural aeciilenL.s, political changes, bbour conflicts,

etc., operations of finamriiirs upon the slock and produce
markets are taken into account, we perceive that businesses

usintf their maximum credit must come more and more to

lean on "banks*' nnd "finance companies." Kven where,

businesses ant not developed in the fullest form of capita 1-

ism, the frequent reeourse to bank cmlit plays
4 an important

part, and it is oh surly soun that in all "capitalist
11

trades

the private business, or the "unlisted" company whose

1 r. 90-
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stocks are not freely negotiable, stands at a great disadvan-

tage for all purposes of expansive trade, through its inability
to get bank-credit upon easy terms.

Looking at the matter from the other side we perceive
that bill discounting and temporary advance to business
firms form an evei -growing part of the banking business.

Where, as in London, bill-brokers form a distinct class

dealing with the better sorts of paper, they are chiefly
financed by banks. The large profitable business of modern
banking consists ever more largely in selling short pieces of
"credit" to business firms. It is necessary to any com.

petitive firm to buy this IC

credit," and the price it has to

pay may not seem unreasonable.

The bank loan system is rightly regarded as a natural

adjunct to the financial structure of the joint-stock com-

pany, part of a financial system for applying capital at places
and at times where it may be most productively used. A
sound working of bank loans extends the actual business

operations of firms which can obtain such loans, and since
cettris faribus a competently conducted firm will more
readily obtain such credit than an incompetently conducted

one, the net result is to enhance the general efficiency of
the industiial system.

1

When full account is taken of the double part played by
banks in financing companies, first as promoters and under-

writers, often as large holders of blocks of shares undigested
by the investing public, secondly as money-merchants dis-

counting bills and advancing money, it becomes evident
that the business of the modern banker is largely that of
the general financier and that the financial dominance in

capitalist industry is exeicised in great measure by bankers.

1 Professor Veblen appears to hold that no considerable net increase
of industrial productivity accrues fiom this use of credits, "

They are
business capital only; they swell the volume of business as counted in

price, etc., but they do nut diiectly swell the volume of industry, since

they do not add to the aggiegate material appaiatus of industry, 01 alter
the character of the processes employed, or enhance the degree of effici-

ency with which industry is managed" (p. 99). But this is only true
on the supposition which Professor Veblen appeal

- In make (p. 98)
that an incompetent manager has an equal access to such "credit

"
wilh

a competent one. Suielythis. is not the case. Bank ciedit tends to

put more actual industrial power in the hands ot the more competent
and thus to "enhance the degree of efficiency wah which hidushy is

managed."
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The general spread of the use of banks in all business

roramunities makes bankuis the holders of all the margins
of uninvested savings and other moneys not in immediate
use. It is this fund of deposits that furnishes the "credit"
which the banks supply in floating and financing com-

panies. Not only do they paiticipate in the legitimate and

illegitimate pmfils of company promoting, but the intricate

relations which subsist betwiiun industnal companies and

particular banks enable the latter in many instances to

squeeze the foimer in the price paid for cirdit, though there

are other cases where a bank, having become deeply in-

volved with a company by pawnings of the company's
share or debenture capital, or through excessive advances, is

itself squeezed by the company. Weaker companies, how-

ever, which, by over-capitalisation, incompetent management,
or misfoituno, are often in ru'ed of temporary assistance,
become bond-slaves to a bank, which is not only able to

extort exorbitant prices for its services, but can at any time

by forcing the company into liquidation gain possession of

what really valuable assets it contains. Reckless or dis-

honest construction of companies, weakening the financial

structure at the outset of its career, obliges a large amount
of modern business to pay heavy toll to bankers for "credit"

which costs dearer in proportion to its urgency.
This brief study of the finance of capitalism makes it

clear, first, that a complex financial machinery is essential to

the delicate adjustment of modern industry; secondly, that

this machinery operated for private profit can often earn the

highest profits by causing industrial dislocation and mal-

adjustments.

9. As "credit" becomes more and more the vital force

of modern business, the class that controls credit becomes
more powerful and takes for itself as "eainings" a larger

proportion of the product of industry. If, however, "credit"

were left to the free competition of a large number of bankers

and financiers, this control would not imply mastery. In

order to comprehend the power of finance we must look a

little closer at its structure. In no other business operation
is the advantage of a large over a small capital so obvious:

nowhere else is the force making for concentration of busi-

ness so evident. If any limit exists to the "law of in-

creasing returns
"

in banking, insurance, and finance, it is
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not easily discernible Great op-jrations of public or

private finance, the floating of public loans or great
industrial combinations, the contrivance and executions of

great movements in the stock and share maikets, can only
be conducted with this suddenness and secrecy which are

requisite to safety and success by financial businesses of
the first order of magnitude. Great businesses alone can
stand their ground against the larger shocks to the general
credit of a nation, or can rely upon their political influence

to secure governmental aid in cases of real emernenr:y.
Thus it arises that a large proportion of the most profitable
business of financiers is never exposed to effective com
petition, and the prices they receive for their services nre

"monopoly" prices: either it is business which they
initiate and organise and for which they charge "what the

business will bear," or it is business whose size and (U'hrary
forbid close bargaining, or finally it is money-lending in

which advantage can be taken of the urgent needs of the

applicant for loans.

Although no statistics are procurable, it is certain that

thu profits of "finance" form a constantly increasing loll

on industry. It is also probable that this toll ami the
control it repicscnts are concentrated in a fi:w hands.

Though the diffused ownership of capital main's a lsuv,e

number of persons srrnll participants in the piolits of

finance, these gains of the small investor an; kept, at, a
minimum by the application to banks zmrl finance rnni|inirs
of the methods of company constiuction above <lest:riUiiL

The share of the proletariat of capitalists in the tutt gains of
financial business is very small as compared with tlml of Hit?

magnates of finance.

In parts of the world where economic conditions are
most favourable to the rapid ripening of finance, we perceive
the actual wielding of grunt massus of concentrated "credit"

by little groups of financiers in ways which enable us tr>

appreciate the significance of this most important product
of modem capitalism, That the roncurtuil nrtion of a
small number of hanks an<l fmanrial companies in New
York couhl produce the panic and the <lcpn-ssion which
swept over the United Slates in 1803 was tin catly wani
flotation of a power which is novir .stronger and more closely
organised.
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A study of the origins and careers of the great American
financiers discloses three chief sources of financial power;
railroads, industrial trusts and banking, and the union in

the same hands of the control of these three economic
functions is an instructive testimony to the nature of the

new power. The railroad kings and the great industrial

trust makers are drawn by economic necessities into geneial
finance. The control exercised by American railroads over

agriculture, irrigation, mining, city development, has led

railroad men into the promotion of all sorts of business

enterprises more or less dependent upon railroads; while

the tortuous financial history of most roads has necessitated

a constant recourse to the general machinery of finance.

Though the same is not equally true of the man who makes
his pile by the successful operation of an industrial trust,

another economic necessity drives him into general finance.

The profitable management of a trust depends primarily

upon regulation of output, which involves a limitation of the

employment of capital. It is thus impossible esc hypothesi
for a trust-maker to find full continuous employment for the

high profits he makes by extending the plant and working

capital of his own business ; such a policy would be evidently

suicidal, lie must look outside his own business for fields of

profitable investments for his profits. If he occupies himself,

as sometimes he docs, in organising other industrial trusts in

businesses rdnterl to his own, his success yields new profits

whirh must stick employment further afield. Thus the

profits arising from specific monopolies in tUe transport or

the manufacturing world an; logically forced into the more

general regions of finance. They form u large and a grow-

ing fund of free capital which naturally associates itself with

the free funds held by bankers, and operates by the ways
we have described in fastening a general control of finance

upon business that enables the financial class to extract a

larger share of the general wealth. Ho trust-makers such as

Messrs. Rockefeller, Rogers, Havemeyer, and railway men
such as Marriman, Gould, Dupe-iv, or Vandcrbilt, be-

come bankers or directors of in urance companies; while

bruiktirs like J. 1*. Morgan organise steel and shipping
combines and sit on a number of railroad and industrial

directorates,

The following table illustrating these transverse business

'7
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affiliations was drawn up by Tiofcssor Meyer.
1 "The

names," he adds, "have been selected at random and the

table could be extended through hundreds of names." It

TVJ.OX
.^0 fOW CN\3 "30 CO

ci ro m r* rn e< f ! *

I I
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I

"
I ff| I
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represents the number and kind of companies in which
certain men act as directors or officials.

Or we may take the case of a single great tiust, the

1 American Hem. Asm, Report^ 1904, p. nr.
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Standard Oil Company, and watch the necessary affiliations

that it forms. For five ycais past the Oil Trust has

yielded dividends averaging forty-five million dollars a

year, or nearly 50 per cent, on its capitalisation. Probably
one-third of this goes into the hands of Mr. John D.
Rockefeller and 90 per cent, into the little controlling

group. "Consider," writes Miss Tarbell, "what must be
done with the greater part of this $45,000,000. It must
be invested. The oil business does not demand it,

There is plenty of reserve for all of its ventures. It must

go into other industries. Naturally, the interests sought
will be allic-d to oil. They will be gas, and we have the

Standard Oil crowd steadily acquiring the gas interests of

the country. They will be railroads, for on transportation
all industries depend, and besides, railroads are one of the

groat consumers of oil products and must be kept in line

as buyers. And wo have the directors of the Standard Oil

Company acting as directors on neaily all of the great

railways of the country the New York Central, New York,
New Haven, and Hartford, Chicago, Milwaukee & St.

Paul, Union Pacific, Northern Pacific, Delaware, Lacka-

wanna &r Western, Missouri Pacific, Missouri, Kansas &
Tisxas, Boston tS: Maine, and other lesser roads. They
will go into roppcsr, and we have the amalgamated scheme,

They will go into slec'l, and we have Mr. Rockefeller's

enormous holdings in the steel trust. They will go into

hanking, and we have the National City Bank and its

allied institutions in New York City and Boston as well as

a long chain running over the country."
}

The central ganglion of the great finanrial system of

which the Standard Oil Co., the United States Steel

Corporation, and the "Big Four "Railroad Combine are the

main industrial arteries, is the National City Bank and its

connections. The National City Hank is the creation and

the direct financial organ of the Standard Oil Company,
Kour National City Bank directors sat (1905) as presi-

dent, vicc-presidctnt and trustees on the board of the great

insurance company the "New York Life"; its vice-presi-

dent was a trustee of the "Mutual Life'
1

of New Vork,

while another directed the Equitable Trust Co. and the

1 "
I title try of the SltunUnl Oil Trust," Mw/;e, Oct.
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Mercantile Trust, which urn in lnrje put! mvw.l by the

Equitable I -ifo.

On the directorate of ilui United Status Mnrlgn^r ,'md

Trust Co. were eight trustee*; of the; Mutual Lift' ;md t\\o of

the Equitable Life, while on the Guaranty Tni<4 din rtmalu
snt the President of the Mutual Life, Mr, Kop<4*i.i nf ihii

Standard Oil and the Mutual Lift", and Mr. K. JL Hurriiuan

of the Merranlile Trust and Kquitalilo Tutst* This < lusU*r

of life insurance companies, owning probably inons than half

the combined assets of insurance in America, and uililiatt-d

through their directorate anil their investments with a

number of trading banks and trust companies, represented
a huge solidarity of '* credit" controlled fiom a common
centre by a tiny gnnip, and directed now to the formation
of a Steel or Shipping Combine, now to the tjnlargflwiint
of a railroad system, now to some huge deal in Amalgamated
Copper. Tin*, triangle of forces in American capitalism,

represented by railroad amalgamation*}, industrial trusts, ami

banking corporations, tends more and more to assume tht*

shape of a purely financial power 5 a mass of credit directed

to any point of thtt economic system where it is required to

force an industrial combination, to finance a mining or

railroad #;///, or to crush some threatened invasion upon
one of its "spheres ol influence.

1* The main stress of its

recent application is towards a strengthening of its hold
over the railroad system of the country, which it rightly

regards as the best means of securing a permanent control

over the natural resources and the industries of the

country.
The solidarity of financial interests which has been

described is of course far from complete:
1 at many points

it represents an alliance, informal and temporary, not a
fusion. Moreover, this credit-mass wielded for many com-
mon purposes by Mcssn>. Rockefeller & J. P. Morgan is

often confronted by other alliances of credit which it must

fight, in Wall Street in the Legislature and the (Jouits. In

the railroad, the banking, and the industrial world; tht;

spirit of combination bubbles up in many places into

1 The Aniriican correspondent of the Economist (quolci

p. 143) in IQOI named five financiers- -John 1). Kockddlvr, K. Hnrri-

innn, J. P. Morgan, W, K. VaiulcrlulL, and ticnrgc GouM as possessing
amongst them a fortune of 800 million dollars, and representing with
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financial shapes seeking expansion in alien enterprises where

they meet opposition. Though the financial combination
described above is all powerful over certain areas of in-

dustry, transport, and finance, in others it encounters stout

resistance; even in its component companies there are

many cross-currents of inteiest, and strong temporary unions
of other credit forces can sometimes be formed for some
concrete purpose of attack.

A supreme control over the financial machinery of a great
industrial community is not practicable suvc by securing a

firm control over one of the main arteries of the industiial

body. Even the close monopoly of so important a com-

modity as oil is a quite inadequate basis: nor does steel

admit of a sufficiently absolute dominion. Control of the

inaui highroads, the railroad system, is the unly practicable
means of attaining full financial supic-macy, and to that end
the most powerful group of American financiers is evidently

looking. The fight for the railroads is the most ur^t-nt
ihsue in the economic evolution of America. JJut the main
and ultimate object is not the power to levy tolls upon the

transport industry, but to obtain a fulrrum sufficiently
solid to enable them to work the lever of linanrial

.supremacy.

S 10, One other aspent of the finance of capitalist, concen-
tration demands attention. A trust or other combine cannot,

their silliri a cunt ml nf HUGO million ilulhiii. invusU-ilin tailinnd',, bunk,1

.,

iunl i in lust rial Uuiinussiis out of a tulnl of 17,000 cmjilnywl in tliL: o

blanches. He jjiimjiiiil them as follow .: *~
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it is pointed out, find room to invest its profits within the

"trusted" industry: it must go outside. These piofits pnsH,

as we see, into general finance, and are thence dirui:tt'<l into

forming and financing other liusts and lai^clmsinesM'.i, Thus
the process of concentration and consolidation

]
lurn-ils

apace over all those industrial fields \\here capitalist method',

of production prevail. Hut if a single trust amnirt. usefully

absorb its piofits, neither can a gioup of trusts. The

movement, therefore, seems to be attended by a ^rowin^
restriction of the field of investment. Thus thm* I; a grow-

ing natural piessure towards the acquisition of markets out

side the present area of rmmupoly, in America, the national

tariff-protected maiket. The fiuits of this pressure arc

already visible in the economic policy of the American

tiusts, in the shape of a demand for latter external outlets

for their goods and their investments, \\ ithout such outlets

the "trust" movement is ultimately suieidal, lar^ur and

laiger masses of "profits" will be annually earned which

cannot be put into the trust machine atul oinnot find any
other profitable use. This "free" capital will cither tend

to pass into the hands of businesses which would attack the

trusts, or it must find outside employment. The pressure
is already felt in the large manufacturing roiporntions: some
relief is found in a policy of subsidisiiv, export liade, and in

seeking foreign investments in electric and other fields of

enterprise where they can push must Kum'ssfully without

tariff aid. The ill-contrived imd extravagantly financed

Atlantic Shipping Combine was an early and crude attempt
to reach after a new policy which is required by the logic of

the evolution of trusts.

Another expression of the .same economic need, fraught
with even graver importance, is the new public poliey of

American political expansion. The economic tap root,

the chief directing motive of all the modern imperialistic

expansion, is the pressure of capitalist industries for

markets, primarily markets for investment, seronilarily
markets for surplus products

1 of home industry. Wluins

the concentration of capital lias jjonct furlhrst, and
where a rigorous protective syslrm prevails, this preri

sure is necessarily stiongest. Nut merely do the tiustu

and other manufacturing trnitas that restrict their out

put for the home mailcct more ni!'ciitly tequire ioroign
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markets, but they arc ai&o more anxious to secure protected
markets, and this can only be achieved by extending the

area of political rule. This is the essential significance of

the recent change in American foreign policy as illustrated

by the Spanish War, the Philippine annexation, the Panama
policy, and the new application of the Munroe doctrine to

the South American States. South America is needed as a

preferential market for investment of trust "piofils"and
surplus trust products: if in lime these states can be

brought within a Zollverein under the suzerainty of the

United States, the financial arua of operations receives a
notable accession. China at* a field of railway enterprise
and gfiioml industrinl development alicady begins to loom

lar^c in the eyes of forosighted American business men;
the growing trade in American cotton and other goods in

that country will bu a subordinate consideration to the ex-

pansion of the area for American investments. Diplomatic
pressure, armed force, and where desirable, seizure of terri-

tory for political control, will be engineered by the financial

magnates who control the political destiny of America
The strong and expensive American navy now beginning to

be built incidentally serves the purpose of affording profit-
able contracts to the shipbuilding and metal industries: its

mil mraning and tuwt is to forward the aygiessivc political

policy imposed upon the nation by the economic needs of

tin: financial capitalist*!.

It should be clr.tily umliffstund that this constant prus-
i.uiii to extend the an.ti of iuiirl*i;ts is not a necessary impu-
tation of all form, of or^anisr-d industry. Tf competition
w.is diwpliM'cd by combinations of a ;>,uMuindy co-operative
(hnrartw in \\hirh the wlioKi gain of improved economics

]MS!ied, either lu tlu* wntkurs in wages, or to largo bodies of

iimtslor.s in dividends, the expansion of demand in the

homo markets would be no j;ti-iit as lo iivc full employment
to llu* pvodiK'.tive powcr.s ui M^nMrnliated capital, and there

\umld IM; no iit'lf ii'-cunudiitin^ mass(;s of profit expressing
llinmi'lvcH in nuw credit and demanding external cni])loy-

uit'iil. It i tins
"
xuono|irly

"
prr>fiii of trusts anrl combines,

Uktju cither in coiv trurtion, rin knirial npi*rntion, or industrial

working, that form a tfatheim;.; fund of sclf-Jiccumulating
crc-dit wlicwo poHbcssioti by tho financial class implies a
conlrnrtoil (IritKind for roinrnmlitids and a correspondingly
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restricted employment for capital in American imlustnVs.

Within certain limits relief can be found by stiinuhtirm nt

the export hade under cover of a high pioteclive taiiff

which forbids all interference with monopoly of the liome

markets. But it is extremely difficult for trusts adapted ti>

the requirements of a profitable tied market at hnme to

adjust their methods of free competition in tin: wiU
markets upon a profitable basis of steady trading. Mum
over, such a mode qf expansion is only appropriate to r:er

tain manufacturing trusts; the owners of lailrouil, linrmrml,

and other trusts must look always more to fun-i^n in

vestments for their surplus profits. This ever^rowiiu;,
need for fresh fields of investment for their picjfiis is thr

great crux of the financial system and threatens tu

dominate the future ccnnomirs and tin* politics of thr

great Republic.
Thu financial economy of American capitalism exhibits in

more dramatic shape n tendency common to th< finninv of

all developed industrial nations. The large, easy flow of

capital fiom Great Britain, Germany, Austria, France, etc*.,

into South African or Australian mines, into Kgyplian
bonds, or the precarious securities of South American re-

publics, attests the same general pressure which inn-fastis

with every development of financial machinery and (lie inrt>

profitable control of that machinery by the class of profes-
sional financiers. To a limited extent this cosmopMitanisa-
tion of finance is a natural and normal result of improved
material and moral communication between the various
nations of the earth. But in large measure it arises from a
restriction of home markets which must be called artificial

in the sense that industrial and financial trusts, pools, and
other combinations, taking out of the aggregate product a

larger quantity of "profit" than they can* employ for imtlu-r

profit in these or other home investments, are impelled .vi:r

to look further afield and to use all their iiiuinnnl and
political influence to develop foreign markets by such pncilir
or forcible means as will best serve their purpose. In wry
case the financier is the instrument or vehicle of this pnv.
sure: a swelling stream of investors' savings is constantly
passing into the banking and financial system which he
controls

',
in order to keep it flowing with greatest gain to

himself he must find or fashion fresh investments.
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1 1, The most compact exposition of capitalist finance is

contained in the recent history of South Africa. A poor and

pparsely peopled country, it disclosed within a few years two

highly concentiated forms of natural treasure, the diamond
mines of Kimberley and the Rand gold-reef. The most
economical working of the diamond mines involved ex-

pensive plant and favoured large capitalists; while profitable
sales involved limitation of output so as to realise high prices
for a luxury whose value depended largely upon regulation
of supply. By 1887 consolidation of interests had pro
ceeded so far that Mr. Rhodes, financed by Messrs. Roths-

child, was able to propose to Mr. Barnito an amalgamation
which gave the De "Beers' Company a complete ownership
and control of the productive mines. This diamond raining

trust, controlling by far the most important contribution lo

the world's supply, fortified itself by a complete organisa-
tion of the marketing process, so that the directors of

De Beers virtually legulate the entire supply, limit out-

put and fix prices on a calculation of maximum net

profits
1 which in 1904 amounted to three million pounds

sterling.

The profitable working of De Beers formed the financial

nucleus of the early speculative gold-mining companies in

the Potchefstroom and Witwater Rand districts, and when,

early in the nineties, the full richness of the banket reef of

the Rand was disclosed, the De Beers financiers were

found in control of the grcatei pait of the most valuable

mines in the two associated groups of Wernher, Beit & Co.,

and the Consolidated Goldfields of South Africa (Messrs,

Rhodes, Rudd & Rothschild). The conditions of the

gold-mining, while favourable to large capitalist methods,
did not render feasible a close amalgamation of interests on

the DC Beers pattern, In the first place there was no

necessity lo limit output, the inteiesls of the financiers lay

in encouraging every expansion of mining which could pay
or form a basis of company promotion ; secondly, the size

of the now goldfield and the cropping up of the reef at so

many points assisted the entrance of many groups of cosmo-

1

Although the recently discovered Picmicr Mine in the Transvaal

is independently organised for production and disavows all connection

with T)e tteers, llieie can be no doubt thai in the merchandising of the

duuncndq a thoroughly effective agreement is maintained.
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politan financiers, who set up moie or less conflicting

toterests. From these groups a Few men, mostly Jews,

forced their way into the inner circle of 'Iransvaal finance;

but upon the whole the De Beers group have throughout

kept the lead : most of the profitable
surface and deep level

mines fell under their control, and the manipulation of the

most tempting new propositions in the share-markets was

in their hands. Moreover, the vast speculative exploit of

the South African Chartered Company
^

was the financial

offspring of De Beers, and entered the investment market

backed by all the financial prestige of the diamond and

gold kings.
The most distinctive feature of South African finance,

however, has been the skilled use which the financiers made
of political machineiy to assist them in improving and

marketing investments. The actual lands which form the

material basis of industrial and speculative exploitation,

Kimberley, the Rand, Rhodesia, have in each case involved

in their acquisition the application of a medley of non-

economic forces, legal treachery in the case of Kimberley,
the dupery of "concessions," riveted by armed force in

Rhodesia, bribery and diplomatic coercion followed by war

in the Transvaal. The financiers worked "politics" and
the coercive machinery of the State at every turn in their

career: to obtain special legislation for the diamond

industry, to promote railroad facilities, and to secure im-

munity from taxation they required influence in the Cape
Government : the flotation of the Chartered Company and
the "

protection
" of its properties against native risings in-

volved imperial influence; the management of Mr. Kruger*s
government in the Transvaal kept them incessantly dab-

bling in the internal politics of IhuL country, seeking
concessions and other privileges, planning raids and
ultimately organising a catastrophe which was worked
on their behalf and by their express machination at the

piodigious expense of the British Government. In new,
unsettled countries the; financier is in constant need of
political assistance; he needs political control in order to
mature his financial operations, and ho is able to obtain it.

The power of the little group of men who wield the finance
of De Beeis and the Rand is virtually absolute in the
politics of South Africa : their control over the finances of
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the country, public and private, enables them lo wreck any

political schemes antagonistic to their interests; all that

money can do in a poor country to elect representatives,
influence officials

s
and secure legislation, they can command.

To realise the fulness of this power to paralyse effective

opposition we must iiiiuember that not only are the mining
industries under their control, the only solid sources of

riches the whole country possesses, but that upon them

depend the success or failure of the trading interests

at the ports and in Kmiberley and Johannesburg, of

the public and piivatii railroad and telegraphic companies,
the banking and insurance businesses, the collieries and

iron-mines, miration, and all other manufacturing and

agricultural works demanding capital. Not merely are

all these industries economically dependent on the mines,
but the mincowncrs supply their capital and appoint
their officers. Nowhere in this world has there ever

existed so concentrated a form of capitalism as that

represented by the financial power of the mining houses

in Snuth Africa, and nowhere else docs that power
so completely realise and enforce the need of controlling

politics. The newness of the country and the absence of

any csirliiT growth of strong vested interests have enabled

thesw financiers! drawn from all the European countries, to

develop the latent powers of pure finance more logically
than elsewhere ; the immensely rapid possibilities of

fmannal exploitation has attracted thither not a few

iiiKuicuil intellects of the highest oidur, men who have
known bow to adapt finance to the particular environment

and to operate at once upon the racial and economic
aula-onisms within their area of industrial operations, and

upon the patriotic sentiments in (Jreat Britain needed to

secure for their investments the political and military

assistance ncccsHiry to mature them. Their strategy has

been large and masterful. Recognising that the success of

thuir imiuicial operations and of their political adjuncts was

ctapi'mlent upon the movement of public opinion and

public .sentiment in South Africa and Great JSritain, they
in night the lending organs of the Smith African press,

subsidised political parlies in Africa and Great Britain, and

organised a moral propaganda among this churches and the

philanthropic bodies, My thus creating a volume of public
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interest and confidence in South African "development"
they secured an atmoapheie favouiable to investment;

by playing upon fears, suspicions, and sentimental aspira-
tions they pioduccd an agitation of the public mind
reflected in the share-market; by a concentrated exer-

tion of all their moral and intellectual influence they

engineered a catastrophe, from the ruin of which they
have emerged with a firmer grip than ever upon the

substantial icsonrces of the country and its government,
which implies a more profitable handling of the share-

market,

The exigencies of South African finance in relation to

local concrete circumstances involve a financial control in

which several elements or strains are distinguishable In

the acquisition of the material bases of finance the services

of a class of adventuious explore! s ami conccssion-mon^is
were essential; to this class men like Rudd, Jameson,
Maguire, and even Rhodes himself must be i elected,
though the political and financial ability of the lust-mimed

gives him other claims. The main work of building the
structuie of South African finance is, however, attributable
to the presence of a group of "pure financiers," many of

whom, in early origin diamond dealers at Kimbcrlcy, found
an illimitable opportunity in the construction and handling
of mining properties in the diamond and gold fields, and
later in Rhodesia. Of this class the Beits, Barnatos, Albus,
Neumanns, Ecksteins, may bcs taken as leading examples:
most of the abler and more successful members of this class
are Jews, originally from the European continent, though
assimilating with ease and fervour to the enviionmont of
British sentiment, which is helpful to their financial designs.
The admission even to the inner financial circle of a few
members of the British aristocracy, attracted by the shirr

spirit of adventure, was valuable, not only for the vulgar
pin jjo.se of piospcctuses, but for the slower and man*
delicate woik of constructing political and (I sod;d"
supports for the Rhodesian bubble. 80 WG find nu-n like
the Duke of Abeirorn, Kail (irey, Lurd Harris, Inking an
active part in South Afiiran finance. These facini's of
r.niish influence are needed for the profitable working of
biff "confidence tricks," and the great masters of thu
financial machine can well afford to "let in" a certain
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number of decorative personalities, few of whom, however,
arc allowed to touch the levers.

The co-operation of these three separate strains was for a

time concealed by the dominating public part played by
Mr. Rhodes, who, essentially a combination of the first two

strains, adventurer and financier, was able, by his political

genius, to give a temporary cloak of political significance to

adventures which were ait fond operations on the stock-

markets. His disappearance has exposed to plainer view
the actual mechanism of South African finance and its

direction hy the small group of "mineowners" and
"merchants" in Johannesburg, Kimberley, and London.
The profitable working of their "system" follows the lines

which are moie fully set forth in our main analysis. The
masters of the system retain for themselves the ownership
and dividends of the most solid and remunerative properties
in the diamond and gold fields. The everyday investor

cannot buy the ordinary shares of De Beers or of the best

I)c<;p Level Mines upon the Rnnd. Here is the first

source of profit, the fruit of careful selection among the

many propositions which pass through their hands. Other
shares or debentures relating to poorer or more precarious

propositions, the values of which being more sensitive are

more amenable to skilled manipulation, are used to tempt
the investing or the gambling public, the professional

"croupiers" raking in the profits of the table. Last, not

li'iist, comes the puriodir harvest of company flotation,

whurts more higlily-organi&cd displays of financing enable

the promoters to rnaku a number of large "scoops" out of

the public credulity, craftily stirred and stimulated at times

when a period of industrial prosperity has furnished a

swollen supply of savings. If it were possible to set forth

tiit; ownership of the shares in the chief companies, this

concentration of financial power would be most convincing;
all the great financial interests would be seen closely linked

by transverse ownership. The following tables 1
dealing with

the directorships held (1905) by a number of leading
financiers illustrates, though less perfectly, the solidarity of

financial control :

1 OonMrurlttil from the Directory of Directors and the Stock

Kxrluingo Vcar Book,
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SOUTH AFRICAN COMPANY DIRRCTORS.

*
Directors of Wernher Beit (merchants) or of Rand Mines,

f De B. as de Beers Consolidated; P. = l^cmicr.

The following facts assist us to understand the nature
of the consolidation which the table suggests. Messrs
Wernher, Beit, Eckstein, Phillips, and Rube arc members of
a "mercantile" firm in London and Johannesburg. Two
of these, Messrs. Wernher and Ueit, arc life governors of
De Beers: they are also directors of the Rand Minis*,
forming with Mr. S. Neumann iho London Conunitlre of
that Company. Now, Mr. S. Neumann is also on the
London Committee of the Premier (Transvnal) Dimnoml
Company, sitting there with three other directors, onu of
whom is Mr. R A, English. Mr. F. A, Knglish is not
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a director of De Beers, but Mr. R, English is. Thus the
i elations between the two (independent?) diamond groups
are tolerably clear. None of the Wernher Beit directors

sits on the Consolidated Goldfields directorate, but Mr.

Maguire, a director of this latter Company, sits on the

directorate of the Charteied Company with Messrs. Beit

and Sir L. I- Michull, both of De Beers. The connection
with the Farrar group is equally plain: Sir G, Farrar sitting

on tho directorate of the important H. F. Company, while

Mr. S. II. "Farrar sits on the London Committee of that

Company with Mr. Beit and Mr. S. Neumann On the

K, "Rand Proprietary Mines Sir G. Farrar and Mr. S. H.
Karrat sit with Mr. L. Phillips of Wernher Beit and Mr.

K. Drake of the Rand Mines. On the directorate of the

Albu group (W. Rand Consolidated Mines) Messrs C. S.

Goldmann and A. Reyersbach sit with the Albus; the

former sitting with Mr. Phillips, S. Goldmann, and the

Karrars on the K. Rand Proprietary Mines
; the latter a

director of the Premier Diamond Company. C. Meyer of

De lU'nis is a director of Goutz & Co., while S. B. Joel

r>f l)u liocrs is a member of the firm of Barnato Brothers

(niwhants).
Following thi'sc illustrative lines of connection we can

percrtivo
this close union of management between all the

chiuf jy>M groups, and between gold and diamonds and the

snijc.uiiUivc finance of the Chartered Company, while the

railroads, banks, collieries, telegraphs, exploration com-

panii'-s,
and newspapers aie seen to be appendages of this

central dustcjr.

The snv.il I inner ring of South African finance may be

thus imliratctl from the directorate of the five most repre-

sentative companies :
-

Du l

A..

S.

"Msi-'iilns R.

Mir-ln-ll, Sir L. L, I

Ni-umtmn, S.

Wcrnhcr
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To these we may add the names of Mr. K Eckstein, Lonl

Harris, and perhaps Sir G. Farrar, chaiimen respectively of

several of the most important companies.
It would be safe to say that this tiny group of men hold

in their control the financial, the industrial, and the poliliral
destinies of South Africa. Every important mh-irsl is

directly managed by these men and their dnso business
associates. All, with the exception of Lord Harris and
Mr, Maguire (of the Goldiiclds), and Sir G. Farrar, art*

De Beers and Wernher Beit men. It \vill hcs soni hy
reference to the earlier table that this saino stuall ^mup
directly control banks, railways, telegraphs, coal mines, and
through the finance or trust companies which they direct
are able to control many other companies. Most of the

strongest Press is also in their hands. The following rnu#h
diagram correctly delineates the situation :
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CHAPTER XT.

MACHINERY AND INDUSTRIAL DEPRESSION.

i. The externalphenomena of Trade Depression.

2, Correctly described as Under-production and Over-

production.

3. Testimony to a general excess of Productive Power over

the requirementfor Consumption,

4. The connection of modern Machine-production and

Depression shown by statistics ofprice.

5. Changing forms in which Over-supply of Capital is

embodied.

6. Summary of economic relation of Machinery to De-

pression.

p. 7, Underconsumption as the root-evil

\ 8, Economic analysis of "Saving?

\ 9. Saving requires increased Consumption in thefuture

10, Quantitative relation of parts in the organism of

Industry.

q 1 1. Quantitative relation of Capital and Consumption.

ft 12. Economic limits of Savingfor a Community.

k 13. No limits to the possibility of individual Saving Clash

of individual and social interests in Saving.

14. Objection that excess in forms of Capital would drive

interest to zero not valid.
m

S 15. Excess is in embodiments of Capital, not in real Capital

g 16. Uncontrolled Machinery a source offluctuation.

\ i The leading symptom of the disease called Depression

of Trade is a general fall of wholesale prices, accompanied

by a less than corresponding fall of retail prices.
Whatever

mav be the ultimate causes of a trade depression, the direct

and immediate cause of every fall of price must be a failure

Io



274 THE EVOLUTION OF

of demand to keep pace with supply at the earlier price.

So long as those who have goods to sell can sell all these

goods at the price they have been getting, they will not

lower the price. The direct efficient cause then of any fall of

price is an actual condition of over-supply at earlier prices.

A very small quantity of over-supply will bring down prices

in a business, or in a whole market, provided the competi-
tion between the businesses is keen. Where such a fall

of prices quickly stimulates demand so that the over-supply
is carried off and the rate of demand is equated to the rate

of supply at the lower price level, the condition is com-

monly described as a "tendency to
over-supply,^

But
it is important to bear in mind that in strictness it was
not a "tendency" but an actually existing quantity of over-

supply which brought down the price.
Where any fall of price thus brought about quickly

stimulates a corresponding increase of demand, stability
of prices follows, and there will be a full, healthy production
at the lower prices.
The mere fact then that prices are generally lower than

they were five or ten years ago is no evidence of depressed
trade. Depressed trade signifies not merely low prices but
relaxed production : more has been produced than can be
sold at the lowest profitable prices, and markets arc congested
with stock, but less is being produced than could be produced
with existing means of production. The fact which faces

us in a period of depression is an apparent excess of

productive power. If this excess were of labour alone
it might be explained with some plausibility as due to
the displacement of labour by machinery* For it has
been admitted that the first and immediate effect of

introducing labour-saving or labour-aiding machines may
be a diminution in the demand for labour, even when
the labour of making and repairing the machines and of

distributing the increased product which finds a sale is

taken into consideration. The simultaneous application
of a number of new forms of machinery attended by
other general economies in the organisation of industry
might seem to explain why for a time there should bo a

general redundancy of labour in all or most of the chief
industries of a country. Such an over-supply of labour
would result from the accumulated action of ((

first effects."
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When the cheapening influences of machinery had time

to exercise their full natural influence in stimulating con-

sumption the labour temporarily displaced would be again

fully utilised ; for the moment, past labour saved and stored

in forms of fixed capital would do a great deal of the work
which would otherwise be done by present living labour.

But such an explanation is wholly negatived by the fact

that in a depressed condition of trade there is an excess

of forms of capital as well as of labour. There exists

simultaneously a redundancy of both factors in production.
Labourers are out of work or are in irregular employment,
mills and factories are closed or working short time, the

output of coal and metals is reduced, and yet with this

relaxed production the markets are glutted with unsold

goods unable to find purchasers at a price which will yield
a minimum profit to their owners. To this must be added,
in the case of the extractive industries, agriculture, mining,

etc., the exclusion from productive use of land which had

formerly found a profitable employment.
J3

2, To this condition of industry the antithetical terms,

over-production and under-production, may be both correctly

applied, according as one regards production as a state or

as a process. The state of trade in a depression is one
of over-production the industrial body is congested with

goods which are not drawn out for consumption fast enough.
This plethora debilitates the industrial body, its functional

activities are weakened. The slackness of trade thus

induced is rightly described as under-production.
It is commonly said by English writers upon economics

that the state of over-production, the redundancy of capital

and labour, though found in one or two or several trades at

the same time, cannot be of general application. If too

much capital and labour is engaged in one industry there is,

they argue, too little in another, there cannot be at the same
time a general state of over-production. Now if by general

over-production is meant not that every single industry is

supplied with an excess of capital, but that there exists a

net over-supply, taking into account the plethora in some

trades and the deficiency in others, this assertion of English
economists is not in accordance with ascertained facts or

with the authority of economists outside of England.

3. If a depression of trade signified a misapplication of
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capital and labour, so that too much was applied in some

industries, too little in others, there would be a rise of

prices in as many cases as there was a fall of prices, and the

admitted symptom of depression, the simultaneous fall of

price in all or nearly all the staple industries, would not

occur. The most careful students of the phenomena of

depressed trade agree in describing the condition as one of

general or net excess of the forms of capital. They are

also agreed in regarding the enormous growth of modern

machinery as the embodiment of a
general^

excess of pro-

ducing power over that required to maintain current con-

sumption.
Lord Playfair, writing on this subject in 1888, says, "It

matters not whether the countries were devastated by war

or remained in the enjoyment of peace; whether they were

isolated by barriers of Protection or conducted thc.sii

industries under Free Trade; whether they abounded in

the raw materials of industry or had to import them from

other lands ;
under all these varying conditions the machine-

using countries of the world have felt the fifteen years of

depression in the same way, though with varying degrees of

intensity." His conclusion is "that the improvements of

machinery used in production have increased the supply of

commodities beyond tlae immediate demands of the world." 1

In support of this position he adduces the authority of con-

tinental writers such as Dr. A. von Studnitz, Piermcz, Jules

Duckerts, Laveleye, Trasenster, Annccke, and EngeL In

the United States, Carroll Wright, David Wells, and Atkinson
are foremost in upholding this to be the explanation of

depression of trade. Mr. Carroll D. Wright, Commissioner
of Labour at Washington, is emphatic in his assertion of

the fact.
" So far as the factories and the operatives of the

countries concerned are to be taken into consideration

(England, the United States, France, Belgium, Germany),
there does exist a positive and emphatic over-production,
and this over-production could not exist without the intro-

duction of power-machinery at a rate greater than the

consuming power of the nations involved, and of those

dependent upon them, demand ; in other words, the over-

production of power-machinery logically results in the over-

1
Contemporary JRmiew, March
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production of goods made with the aid of such machinery,
and this represents the condition of those countries depend-

ing largely upon mechanical industries for their prosperity."
1

The Reports of the English
" Commission on the Depres-

sion of Trade and Industry
7' make similar admissions of an

excess of producing power as distinct from a mere miscal-

culation in the application of capital and labour. The

Majority Report, defining "over-production" as "the pro-
duction of commodities, or even the existence of a capacity
for production at a time when the demand is not sufficiently

brisk to maintain a remunerative price to the producer,"
affirms

"
that such an over-production has been one of the

prominent features of the course of trade during recent

years, and that the depression under which we are now

suffering may be partially explained by this fact. . , ,"
2

The Minority Report lays still stronger stress upon
"systematic over-production," alleging "that the demand
for commodities does not increase at the same rate as

formerly, and that our capacity for production is conse-

quently in excess of our home and export demand, and

could, moreover, be considerably increased at short notice

by the fuller employment of labour and appliances now

partially idle." 8 Brentano speaks of German Kartels as

''providing a parachute to enable the victims of over-

production to get safely down to a solid basis,"

The most abundant information regarding the excess of

the machinery of production in the several branches of

industry has been given by Mr. D. A. Wells, who regards

machinery as the direct cause of depressed trade, operating
in three ways (T) increased capacity of production, (2)

improved methods of distribution, (3) the opening up of

new abundant supplies of raw material. Thus production

grows faster than consumption.
" In this way only is it

possible to account for the circumstances that the supply of

the great articles and instrumentalities of the world's use

and commerce have increased during the last twelve or

fifteen years in a far greater ratio than the contemporaneous
increase of the world's population or of its immediate con-

suming capacity."*
The earlier inventions in the textile industries, and the

general application of steam to manufacture and to the trans-

1
Report on Industrial Deprtssions, Washington, 1886.

8
Report, pars. 6l-66, B

Kcport, par. 106,
4
Contemporary Review^ July 1887.
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port services, have played the most dramatic part in the in-

dustrial revolution of the last hundred years. JJut il should

be borne in mind that it is far from being tnui that this gruat

forces of invention have spent themselves, and that we ha\'c

come to an era of small increments in the growth of pro-

ductive power. On the contrary, within this last generation
a number of discoveries have taken place in almost all the

chief industrial arts, in the opening up of new supplies of

raw material, and in the improvement of industrial organisa-

tion, which have registered enormous advances of pro-

ductive power. In the United States, where the advance

has been most marked, it is estimated that in the fifteen or

twenty years preceding 1886 the gain of machinery, as

measured by "displacement of the muscular labour,"

amounts to more than one-third, taking the aggregate of

manufactures into account In many manufactures the

introduction of steam-driven machinery and the factory

system belongs to this generation. The substitution of

machinery for hand labour in boot-making signified .* gain
of 80 per cent, for some classes of goods, 50 per cswtt* for

others. In the silk manufacture there has been a gftin of

50 per cent, in furniture some 30 per cent, while in many
minor processes, such as wood-planing, tin cans, wall-

papers, soap, patent leather, etc., the improvement of

mechanical productiveness per labourer is measured as a
rise of from 50 to 300 per cent, or more. The gain is,

however, by no means confined to an extension of "power"
into processes formerly performed by human muscle and
skill. Still more significant is the increased mechanical

efficiency in the foundational industries. In the manu-
facture of agricultural implements the increase is put
down at from 50 to 70 per cent., in the manufacture of

machines and machinery from 25 to 40 per cent,, while "in

the production of metals and metallic goods long-estab-
lished firms testify that machinery has decreased manual
labour 33^ per cent," The increase in the productive

power of cotton mills is far greater than this. From 1870
to 1884 the make of pig-iron rose 131 per cent in Great
Britain and 237 per cent, in the rest of the world.1 "In

building vessels an approximate idea of the relative labour

1
Contemporary Rew'ffW> March 1888.
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displacement is given as 4 or 5 to i that is, four or five

times the amount of labour can be performed to-day by
the use of machinery in a given time that could be done
under old hand methods." 1

In England the rise in productiveness of machinery is

roughly estimated at 40 per cent, in the period 1850 to

1885, and there is no reason to suppose this is an excessive

estimate. In the shipping industry, where more exact

statistics are available, the advance is even greater. The
diminution of manual labour required to do a given quantity
of work in 1884 as compared with 1870 is put down at no
less than 70 per cent,, owing in large measure to the

introduction and increased application of steam-hoisting
machines and grain elevators, and the employment of

steam power in steering, raising the sails and anchors,

pumping, and discharging cargoes.
2 In the construction of

ships enormous economies have taken place. A ship which

in 1883 cost ,24,000 can now be built for ,14,000. In

the working of vessels the economy of fuel, due to the

introduction of compound-engines, has been very large.

A ton of wheat can now be hauled by sea at less than a

farthing per mile. Similarly with land haulage the economy
of fuel has made immense reductions in cost,

" In an

experiment lately made on the London and North Western

Railway, a compound locomotive dragged a ton of goods
for one mile by the combustion of two ounces of coal," 8

The quickening of voyages by steam motor, and by the

abandonment of the old Cape route in favour of the Suez

Canal, enormously facilitated commerce, The last arrange-

ment is calculated to have practically destroyed a tonnage
of two millions. The still greater facilitation of intelligence

by electricity did away with the vast system of ware-

housing required by the conditions of former commerce.

These economies of the foundational transport industries

have deeply affected the whole commerce and manufacture

of the country, and have played no inconsiderable part in

1 Retort of the Commissioner of Labour
t Washington, 1886, pp. So

to SS.
a D. A. Wells, Contemporary Rmiew> August 1887.
a Lord Playfair, in the Contemporary Jtwiew, March 1888, gives a

number of interesting illustrations of recent economies in transport and

manufacture.
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bringing about the general fall of prices by lowering the

expenses of production and stimulating an increased output.
Excessive production of transport-machinery, especially of

railways, has played an important part as an immediate
cause of modern trade depression. The depression begin-

ning in 1873 and culminating in 1878 is described as having
its origin "in the excessive lock-up of capital in the con-

struction of railways, especially in America and Germany,
many of which, when built, had neither population to use
them nor traffic to carry; in the wild speculation that

followed the German assertion of supremacy on the Con-

tinent; in the exaggerated armaments, which withdrew an
inordinate amount of labour from productive industry, and

over-weighed the taxpayers of the great European nations ;

and in over-production in the principal trades in all

European countries." 1

Mr. Bowley points out that "after each of the great

railway booms of the century, for instance in England
about 1847, in America before 1857 and 1873, in India
in 1878, and on the Continent in 1873, the collapse has
been very violent ; for the materials are bought at exag-
gerated prices; the weekly wage during construction is

enormous; no return is obtained till the whole scheme,
whose carrying out probably lasts many years, is complete."

"

A great deal of this railway enterprise meant over-

production of forms of transport-capital and a correspond-
ing withholding of current consumption. In other words,
a large part of the "savings" of England, Germany,
America, etc., invested in these new railways, were steril-

ised; they were not economically needed to assist in the
work of transport, and many of them remain almost use-

less, as the quoted value of the shares testifies. It is not

true, as is sometimes suggested, that after a great effort

in setting on foot such gigantic enterprises, a collapse is

economically necessary, If the large incomes and high
wages earned in the period prior to 1873, when capital
and labour found full employment in these great enterprises,
had been fully applied in increased demand for commodities
and an elevated standard of consumption, much of the new

i
Statist, 1879, quoted Bowley, England** Foreign Trade in the

&n(uryt p. 80.
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machinery of transport, which long stood useless, would
have been required to assist in forwarding goods to maintain

the raised standard of consumption. This argument, of

course, assumes that ignorance or fraud have not caused
a misdirection of investment. There is no evidence to

indicate that the vast sums invested in 1869-72 in railway

enterprise could have found any safer or more remunerative
investment. It is the overflow of "

savings," after all capital

economically needed to carry on the work of production
to supply steady current wants has been secured, that flows

into the hands of speculative company-promoters. Such

savings are not diverted from safe and useful forms of

investment, they are "savings" which ought never to have
been attempted, for they have no economic justification in

the needs of commerce, as is proved by results.

4. The direct causal connection between the increased

productive power of modern machinery and trade depres-
sion clearly emerges from a comparison of the fluctuations

in the several departments of industry in different industrial

countries. As modern machinery and modern methods of

commerce are more highly developed and are applied more

generally, trade fluctuations are deeper and more lasting. A
comparison between more backward countries largely en-

gaged in raising food and raw materials of manufacture for

the great manufacturing countries is sometimes adduced in

suppoit of the contention that highly-evolved industry is

steadier. But though Mr. Giffen is undoubtedly correct in

holding that depressions are often worse in countries pro-

ducing raw materials than in manufacturing 'countries,
1 this

is only true of raw-material producing countries which

produce for export, and which are therefore dependent for

their trade upon fluctuations in demand for commodities in

distant markets whose movements they are least able to

calculate or control. Irregularity of climate, disease, and
other natural causes must be a constant source of fluctua-

tion in the productivity of agriculture. But those non-

manufacturing countries which are little dependent upon
commerce with manufacturing nations, and which are chiefly

self-supporting, will of necessity retain a larger variety of

agriculture and of other primitive industries, and will there-

1
Essays in Finance, vol. i, p. 137, etc,
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fore be less at the mercy of some climatic or other injury
than a country more specialised in some single crop or

other industry. The specialisation impressed upon a back-

ward country by commerce with advanced industrial

countries, confining it to growing cotton or wheat or

sheep or wine, exaggerates the irregularity imposed by nature

upon its productivity, by making it subservient to the fluctu-

ating demands of distant and wholly incalculable markets.
The fluctuations brought about by irregular consumption
and uncontrolled production in highly-evolved industrial

countries are thus reflected with terrible force upon the
more primitively-ordered parts of the industrial world.
Thus does the character of modern machine-industry
impress itself on the countries which feed it with raw
materials.

If we turn to investigate the several departments of

industry in the more highly-evolved communities, where
statistics yield more accurate information, we have most
distinct evidence that so far as the world-market is con-

cerned^
the

fluctuation^
are far more extreme in the

industries to which machine-production and high organisa-
tion have been applied. An investigation of changes
of wholesale prices indicates that the most rapid and
extreme fluctuations are found in the prices of textile and
mineral materials which form the foundation of our leading
manufactures. A comparison of the price changes of food
as a whole, and of corn prices with textiles and minerals,
shows that especially during the last thirty years the
fluctuations of* the latter have been much more rapid and
pronounced, (See following diagrams.)

5. It ought to be clearly understood that the real con-
gestion with which we are concerned, the over-supply, does
not chiefly consist of goods in their raw or finished state

passing through the machine on their way to the consumer.
The economic diagnosis is sometimes confused upon this

point^ speaking of the increased productive power of
machinery as if it continued to pour forth an unchecked
flood of goods in excess of possible consumption. This
shows a deep misunderstanding of the malady. Only in its

early stages does it take this form. When in any trade the
producing power of machinery is in excess of the demand
at a remunerative price, the series of processes through
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which the raw material passes on its way to the consumer
soon become congested with an over-supply. This, how-
ever, need not be very large, nor does it long continue to

grow. So long as the production of these excessive wares

continues, though we have a growing glut of them, the
worst features of industrial disease do not appear ; profits
are low, perhaps business is carried on at a loss, but

factories, workshops, mines, railways, etc., are in active

I860 1870

WHEAT PRICES.
ISSO 1890

54- 5 6 z
1900

operation; wages may be reduced, but there is plenty of
employment It is when this congestion of goods has
clogged the wheels of the industrial machine, retarded the
rate of production, when the weaker manufacturers can no
longer get credit at the bank, can no longer meat their
engagements, and collapse, when the stronger firms are
forced to close some of thuir mills, to shut clown the less
productive mines, to work short henirs, to economise in
every form of labour, that depression of trade assumes its
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more enduring and injurious shape. The condition now is

not that of an increasing glut of goods; the existing glut
continues to block the avenues of commerce and to check
further production, but it does not represent the real

burden of over-supply. The true excess now shows itself

inline shape of idle machinery, closed factories, unworked
mines, unused ships and railway trucks. It is the auxiliary

capital that represents the bulk of over-supply, and whose
idleness signifies the enforced unemployment of large
masses of labour. It is machinery, made and designed to

increase the flow of productive goods, that has multiplied
too fast for the growth of consumption. This machinery
does not continue in full use, a large propoHion of it is not

KKNEUAL FOOD PRICES.

require<l to assist in producing the quantity of consumptive
goods which can find a market, and must of necessity stand

idle; it represents a quantity of useless forms of capital,

over-supply, and its unused productive power represents
an incomparably larger amount of potential over-supply of

goods. Economic forces arc at work preventing the con-

tinuation of the use of this excessive machinery 5
if it were

used in defuinre of these forces, if its owners could afford to

koep it working, there would be no market for the goods
it would turn out, and these too would swell the mass of

over-supply,

{j
6, The general relation of modern Machinery to Com-

mercial Depression is found to be as follows: Improved
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machinery of manufacture and transport enables larger and

larger quantities of raw material to pass more quickly and
more cheaply through the several processes of production.
Consumers do not, in fact, increase their consumption as

quickly and to an equal extent. Hence the onward flow of

productive goods is checked in one or more of the manu-

MINERAL TRICES.

factoring stages, or in the hands of the medium, or even in
the retail shop. This congestion of the channels of produc-
tion automatically checks production, depriving of all use
a large quantity of the machinery, and a large quantity of
labour.

^

The general fall of money income which has
necessarily followed from a foil of prices, uncoinpcnsaled by
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a LOI i usp' Hiding C"pnn&ion of sales, induces a shrinkage of

consunipii m. Uudjr d^prussed trade, while the markets

'I 1 VJII.K

I860 1300^

continue to be glultecl with unsold goods, only so much
cutronl production is maintained as will correspond to the
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shrunk consumption of the depressed community. Before

the turn in the commercial tide, current production even

falls below the level of current consumption, thus allowing

for the gradual passage into consumption of the glut of

goods which had congested the machine. After the con-

gestion which had kept prices low is removed, prices begin
to rise, demand is more active at each point of industry,

and we see the usual symptoms of reviving trade.

This is an accurate account of the larger phenomena
visible in the commercial world in a period of disturbance.

When the disease is at its worst the activity of producer and
consumer at its lowest, we have the functional condition of

under-production due to the pressure of a quantity of over-

supply, and we have a corresponding state of underconsump-
tion.

7. Machinery thus figures as the efficient cause of

industrial disease, but the real responsibility does not rest

on the shoulders of the inventor of new machinery, or of

the manufacturer, but of the consumer.

The root-evil of depressed trade is wider-consumption.
If a quantity of capital and labour is standing idle at the

same time, in all or in the generality of trades, the only

possible reason why they remain unemployed is that there

is no present demand for the goods which by co-operation

they are able to produce.

English economists, most of whom, ever since the time

of J. B. Say, have denied the possibility of the condition of

general over-supply which is seen to exist in depressed trade,
are contented to assume that there can be no general over*

supply because every one who produces creates a correspond-

ing power to consume. There cannot, it is maintained, be
too much machinery or too much of any form of capital

provided there exists labour to act with it ; if this machinery,
described as excessive, is set working, some one will have*

the power to consume whatever is produced, and since we
know that human wants are insatiable, too much cannot be

produced. This crude and superficial treatment, which
found wide currency from the pages of Adam Smith and
McCulloch, has been swallowed by later English economists,

unfortunately without inquiring whether it was consistent
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with industrial facts. Since all commerce is ultimately
resolvable into exchange of commodities for commodities,
it is obvious that every increase of production signifies a

corresponding increase of power to consume. Since there

exists in every society a host of unsatisfied wants, it is equally
certain that there exists a desire to consume everything that

can be produced But the fallacy involved in the supposi-
tion that over-supply is impossible consists in assuming that

the power to consume and the desire to consume necessarily
co-exist in the same persons.

In the case of a glut of cotton goods due to an in-

creased application of machinery, the spinners and manu-
facturers have the power to consume what is produced, while

a mass of starving, ill-clad beings in Russia, East London
even in Manchester may have the desire to consume

these goods. But since these latter are not owners of any-

thing which the spinners and manufacturers wish to consume
or to possess, the exchange of commodities for commodities

cannot take
place. But, it will be said, if the Lancashire

producers desire to consume anything at all, those who pro-
duce such articles of desire will have the power, and

possibly the desire, to consume more cotton goods, or at any
rate the desire to consume something produced by other

people who will have both power and desire to consume
cotton goods. Thus, it will be said, the roundabout exchange
of commodities for commodities must be brought about,

And this answer is valid, on the assumption that the

Lancashire producers desire to consume an equivalent of

the goods they produce. But let us suppose they do not

clusirc to do so. The reply that since human wants are

insatiable every one with power to consume must have

desire to consume, is inadequate, In order to be operative

in the steady maintenance of industry the desire to consume

must be a desire to consume now, to consume continuously,

and to consume to an extent corresponding with the power
to consume.

Let us take the Lancashire trade as a test case. Evidently,

there could be no superfluous capital and labour in Lanca-

shire trade if the cotton-spinners, manufacturers and their

operatives, increased their own consumption of cotton

goods to correspond with every increase of output.

But if they do not do this, they can only make good

'9
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and maintain their capital and labour in employment by
persuading others to increase their consumption of cotton

goods. How can they do this? If, instead of (losirin^
to consume more cotton goods, the Lancashire employers
and operatives desire to consume, and do actually consume,
more hardware, houses, wine, etc., thiMi the increased

consumption of these things, raising their prices and so

stimulating their production, and distributing a larger

purchasing-power among the capitalists and operatives
engaged in producing the said hardware, houses, wine, etc,,
will enable the latter to consume more cotton Roods, anil
if these desire to do so, their effective demand will maintain
the new capital and labour employed in Lancashire trade.

But
^
if, instead of taking this course, the Lancashire

capitalists and operatives want not to consume either cotton
or anything else, but simply to saw and put up more mills
and prepare more yarn and cloth, they will soon find they
are attempting the impossible- Their new capital, and the
fresh labour conjoined with it, can only be employed on
condition that they or others shall increase their con-

sumption of cotton goods. They themselves e& hypoflmi
will not do so, and if the capitalists and operatives engaged
in setting up the new cotton-mills, etc., will consent to do
so, this only postpones the difficulty, unless we suppose a con-
tinuous erection of new mills, and a continuous application
on the part of those who construct these mills of the whole of
their profits and wages in demanding more cotton goods
a

refaftio
ad absurdwn. In shoit, cotton capitalists and

operatives can only effect this saving and provide this
increased employment of capital and labour on condition
that either those engaged in erecting and working the new
mills shall spend all their income in demanding cotton
goods,

a
or that other persons shall diminish the proportion

of their
^mcornes which hitherto they have saved, aucl shall

apply this income in increased demand for cotton goods,Now if the same motives which induce Lancashire
capitalists and workers to refuse to increase their present
consumption pan fassu with the raiu of production are
generally operative, it will appear that capital and labour
lie idle because those who are able to consume what tlu*ycould produce are not willing to consume, but desire tu
postpone consumption -i* A, to save,



MODERN CAPITALISM. 2QI

8. The process of "Saving" has received but scant

attention from economic writers. Jevons appears to have
hdd that .supeifluous food and other necessary consumptive
goods, in whosoever hands they were, constituted the only
true fund of capital in a community at any given time.

SidgwiHc also holds that all "Savings" are in the first in-

stance "
food." That this is not the case will appear fiom

thu following example: A self-sufficing man produces
daily for Ins daily consumption a quantity of food, etc.,

denoted by the figure TO. 5 of this is necessary and 5

superfluous consumption, This man, working with primi-
tive tools, discovers an implement which will greatly
facilitate his production, but will cost 4 days' labour to

make. Thiuc alternatives are open to him. He may
spend half his working day in producing the strictly

necessary part of his previous consumption, 5, and devote
the other half to making the new implement, which will be
finished in 8 days. Or he may increase the duration of his

working day by one quarter, giving the extra time to the

making of his new implement, which will be finished in 16

days. Or lastly, he may continue to produce consumptive
goods as before, but only consume half of them, preserving
the other halffor 8 days, until he has a fund which will suffice

to keep him for 4 continuous days, which he will devote to

making the new implement If he adopts the first alter-

native, he simply changes the character of his production,

producing in part of his working day future goods instead

of present consumptive goods. Tn the second he creates

future goods by extra labour. In the third case only does

the "saving" or new "capital" take as its first shape food.

Tn the same way a community seeking to introduce a more
u roundabout " method of production requiring new plant,

or sucking to place in the field of industry a new scries of

productive processes to satisfy some new want, may achieve

their object by "saving" food, etc., or by changing for

awhile the character of their production, or by extra

labour. Thus new capital, whether from the individual or

the community point of view, may take either "food" or

any other material form as its first shape.
Since "savings" need not take the shape of food or

any article capable of immediate consumption, Adam
Smith and J. S. Mill are clearly wrong when they urge
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in terms almost identical 1 tlmt what is saied is

consumed, and consumed as quickly us that whidi is spent.
The antithesis of saving ami spending shows tin -so writers,
and the bulk of English economists wlm follow them, arts

misled, because they regard
"
saving" us doing iiuim-jlliing

with money, and do not sufficiently #> lirhind the finannal

aspect of putting money into a Umk.
A closer analysis of saving yields the result that, tjxei*jt

in one of the simple casas taken in our t:\uuiplc ni*wv,
where "saving" implied withholding ronsumiiblo floods
from present consumption, every act of saving in a rnmptt'x
industrial society signifies making, or musing to In: ni;idi%

forms of capital which are essentially inrujxilili' of present
consumption t\e., future; or productive ftnmk
Each member of an industrial community rw.cnx'S his

money income as the market equivalent of vahus rrvuttxl

in goods or services by the requisites of production, land,

capital, labour which he owns. Kor eveiy /'i paid ;IH

income an equivalent quantity of mutt-rial or nnn tiutni.il

wealth has been already crvntttd.

Let Abe the owner of a mjuisite of prodin tiuii, n-reiving

^500 a year as income in weekly payments ot /,"i o, IVfoie

receiving each j^io he hns runsed t< ttomi' into uxtftU'iiru

an amount of wealth \vhirh, if material j^njds, tiniy or m;iy
not be still in existence ; if services, has already Iwn <NI-
sumed It is evident that A may each week r.onsunw /,"io
worth of goods and services without affecting tl; |rni.Tal
condition of public wealth, A, however, Urhjrmiues to

consume only ^5 worth of goods and services enHi week,
and puts the other ^"5 into the (Kink. Now what lirrcmti'si

of the ^5 worth of goods ami services which A mi^ht have
consumed, but rerusod to consume? Do tlmy ne<:csiirily
continue to exist so long us A is t:n:ditud with the money
which represents their M

saving" ; if o, in what form ? In
other words, what actually takes place in the world of com-
merce when money income is said to 1: Kavwl, what other

1 " What is
annually waved is as regularly consumed fl whnt i* nrinu*

ally spent, and nearly in the same tiuut tot*
; lint it in coi.suntcil t*y a

different wst of rjeopk" (Wta/tk tf /fatbut, p, 140^ MfiCulbA}
"Everything which is produced in CMunuiwil ? Uith what is navml antl
what iu said to be nnent, and the former null* ni quirkly H

19

, Docik IM clmp, v, cc, 6,)
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industrial fnuts stand behind the financial fact of A deposit

ing part of his income in the bank as
"
savings

"
?

To this question several answers are possible.

(1) 15, a spendthrift owner of land or capital, wishing
lo hvu buyond his inroinc*, may borrow from the bank
each ;$ which A puts in, mortgaging his property. In
this case JJ spunds what A might have spent; B's propeity
(foimer savings perhaps?) falls into A's hands. A has

individually effected a "saving" represented by tangible

property, hut as regards the community thuie is no saving
at all, real or apparent.

(2) C, a fraudulent promoter of cumpanks, may by
misrepresentation get hold of A's saved money, and may
spend it for his own enjoyment, consuming the goods and
services which A might have consumed, and giving to A
"paper" stock which figures as A's "savings." Here A
has individually (rffectud no giving.

Krom the point of view of the community there is no
real saving ((.'

has cunsumud instead of A), but j*o long
a,s the "stock"' has a market value th:r is an apparent
saving. To tliis category belongs the "savings" effected if

A lends his mowy to a government to be spent on war*

From the* standpoint of the community there is no saving

(unless the war be supposed to yield an asset of wealth or

security), but A's paper stock represents his individual

saving. A's "saving" is exactly balanced by the spending
of tins nmmumity in its rorpornte mjwirity, A receiving a

mortgage upon tin: property of the ruimnunity,
1

(3) 1) and K, inuimfiwtimrrH or traders, en^agrcl
in pro-

ducing luxuries whirh A tisud to buy with his ^,'5 bdore
In; took to saving, finding their weekly

"
takings

"
diminifihcd

and being rudwud to financial straits, I>ormw A's "savings
"

in order to continue their business operations, mortgag-

ing their plant and stork to A* So long as, with the

assistance of A's 11101117, they arc enabled to continue pro-

ducing, what Ihi-y produce is over-supply, not neccltfd to

supply current consumption, assuming the relation between

spending and saving in the other members of the com-

munity remains unaltered. This over supply is the material

* An ziMe atmtybU of the nature of "
paper aaviu^" H found iu

Mr. J, M, UubcrLuun
f

tWlacy of .Saving, (Sonnenachcin. )
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representative of A's "savings." So far as real capital is

concerned there is no increase by A's act of saving, rather

a decrease, for along with the net reduction in the consump-
tion of luxuries on the part of the community due to A's

action, there must be a fall in the "value" of the capital

engaged in the various processes of producing luxuries,

uncompensated by any other growth of values. "But by
A's "

saving
" new forms of capital exist which bear the

appearance of capital, though in reality they are "over-

supply." These empty forms represent A's saving. Of
course A, with full knowledge of the facts, would only
lend to D and E up to the real value of their mortgaged
capital. When this point was reached D and E could get
no further advances, and their stock and plant would pass
into A's hands. From the point of view of the community
A's action has resulted in the creation of a miintmr of

material forms of capital which, so lontf as the existing
relations between the community's production and con-

sumption continue, stand as ovcr-suppty.
(4) A may hand over his weekly ,5 to F on security.

F by purchase obtains the goods which A n;f(ist*d to con-

sume, and may use them (or their equivalent in oih*?r

material forms) as capital for further production. If K cm
with this capital help to produce articles for which thrnr is

an increasing consumption, or articles which uvokc and

satisfy some new want, then A's action will Iwmi rrsullcul in

"saving" from the point of view of the community- *>,,

there will be an increase of real capital ; forms of capital
which would otherwise have figured as over-supply lmv tlut

breath of economic life put into them by an increase in

general consumption. No real difficulty arises from a doubt
whether the goods and services which A n-nouuml
capable of

becoming efloctive capital. Tint things
renounced were luxurious consumptive goods awl si'ivi

But he; could change them into uflVctive capital in tin*

following way: Designing henceforth to ninsuiut' only halt

his income, he would deliberately employ half tin.* lequisites
of production which funiislu.'d his innmio it) putting extia

plant,
(
machinery, eti:. into some trade. Whi'tluT he dix-s

this himself, or incites I'

1

to do it, makes no ilifti;n:nas ; it

will be done. In this way, by establishing uuw forms of
useful capital, A can make good his saving, assuming an
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increase of general consumption. These are the four

possible effects of A's saving from the point of view of the

community
(1) Nil.

(2) liugus or "paper" saving.

(3) Over-supply of forms of capital.

(4) Increase of real capital.
It appears then that eveiy act which in a modern

industrial society is
"
saving," from the standpoint of the

community, and nut a mere trunbfer of "spending'
7 from

one person to another, consists in the production of a form
of goods in its nature or position incapable of present

consumption.
This analysis of "saving" convicts J. S, Mill of a double

error in saying,
"
Everything which is produced is consumed \

both what is saved and what is said to be spent; and the

former quite as rapidly as the laltur." In the first place, by
showing that "saving," from the point of view of the com-

munity, generally means producing something incapable of

present consumption, it proves that even if what is "saved"
is consumed, it is not consumed as quickly as what i.s spent.
Mill see.med to think that what was " saved " was necessarily

food, clothing, and so-called finished goods, because "saving"
to him was not a process, but a single negative act of

refusing to buy, iJe.causo a man who has "saved'
1

has

command of an extra slock of food, etc,,, which he may
hand over to labourers as n-always, he seems to think that

a community which saves will have its savings in this form.

We see this is not the i:ae* Kven where, in a primitive

society extra food is the first form savings may take, it

belongs to the act of saving that this food shall not be

consumed so soon as it was available for consumption.
In short, Mill's notion was that savings must necessarily

mean a storing up of more food, clothing, etc, which,
after all, is not stored, but is bawled over to others

to consume, Uts fails to perceive that a person ^vbo
saves from tin: social as opposed to tint individual

point of view neeussaiily produces something which

neither he nor any one else consumes at oncu >/>.,

steam engines, pieces of k'Othcr, shop goutta. A "saving
"

which is merely a transfer of spending from A to It is

obviously no saving from the point of view of tin: com-
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munity to which both A and 15 belong. If A, who is said

to save, pays wages to J?, who makes a machine which
would otherwise not have been made, when this machine is

made something is saved, not before.

Though Mill does not seem, in JJk. I. chap, v., to regard
increased plant, machinery, etc., as "

savings," but rather as

something for which "savings" may be exchanged,
1 the

more usual economic view of "savings" embodies part of

thern in plant and raw material, etc., and considers the

working up of these into finished goods as a "
consumption*"

But though industrial usage speaks of cotton yarn, etc,,

being consumed when it is worked up, the same language is

not held regarding machinery, nor would any business man
admit that his

"
capital

" was consumed by the wear and
tear of machinery, and was periodically replaced by
<c

saving." The wearing away of particular material embodi-
ments of capital is automatically repaired by a prootrss
which is not saving in the industrial or the economic
sense. No manufacturer regards the expenditure on main-
tenance of existing plant as "saving"; what h puts into

additional plant alone does he reckon "savings." It would
be well for economists to clearly reco^uiw that this busi-

ness aspect of capital and saving i uluo Urn coni.isti'nl

scientific aspect. "Saving" will then be scttn to apply
exclusively to such increased production of plant and
productive goods as will afterwards yield an increased crop
of consumptive goods, provided the community is willing to

consume them. "
Saving

*
is postponed consumption />.,

the production of "future goods," plant, machinery, raw
materials in their several stages, instead of commodities
suitable for immediate consumption.

j$ 9. There are, in fact, two distinct motives which
induce individuals to continue to produce, one is this

desire to consume, the other the desire to save -/>., to

postpone consumption. It is true that the latter may bu
said also to involve a desire to consume the results of thtr

savings at some indefinitely future time, but the motive of
their production at present is a di -sires to reduce the quantity
of the present consumption of the community, and to
increase the quantity of postponed consumption,

v. S 5-
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It is this consideration which
gives

the answer to the

single sentence of J. S. Mill, which has been sometimes
held to offer a complete refutation of the notion of an

existing state of over-supply "The error is in not per-

cuiving that, though all who have an equivalent to give
might be fully provided with every conceivable article which

they desire, the fact that they go on adding to the produc-
tion proves that this is not actually the case." 1 Here the

present desire to consume either what is produced or its

equivalent is assumed to be the only motive which can lead

every conceivable article they
true it would be a final and conclusive refutation of the
idea of over-supply. But if saving means postponed con-

sumption, and the desire to save, as well as the desire to

con.sunie, is si wm autsa in production, then the fact of
continued production affords no proof that such production
must be required to supply articles which are desired for

consumption. Ultimately u belief that some one will

consent to consume what is produced underlies the con-
tinued production of "a saving person," but, as we shall

see presently, the belief of a competing producer that he
run got a market for his goods, even when justified by
events, is no guarantee against excessive production in the
whole trade.

If, then, those who hiive the power to consume in the

present desire to postpone their consumption they will

refuse to demand consumptive goods, and will instead

bring into existence an excess of productive goads.
xo, The diagram on next page may serve more clearly

to indicate the quantitative maladjustment of Consuming
and Saving which constitutes underconsumption, and
exhibits itself in a plethora of machinery and productive

goods,
A, II, C, I >, K represent the several stages through which

the raw material obtained from Nature passes on its way to

the position of a consumer's utility. The five stages re-

present the five leading processes in production the

extractive process, transport, manufacture, wholesale and

1 iik. ULf chap, xiv. g 3.
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production. Consisting in raw material extracted from

nature, the machinery and plant are built up by a number of

productive stages, which correspond to A, B, C, D, E, into

the completed shapes of Axed capital, adjusted to the

positions where they can give the proper impulse to the

main tide of production. Each productive stage in the

production of plant or machinery requires the presence of

other plant and machinery to assist its progress. Each of

these secondary forms of fixed capital situate at #, ^ c, d^ e,

has of course a similar history of its own, To represent the

full complexity of the mechanism of industry thus suggested
would be confusing and would serve no purpose here. It is

sufficient that we recognise that at each point A, B, C, T>, K,
and at each of the points a, />, e> tt, e, upon the perpen-
dicular lines, stands a quantity of forms of fixed capital
which are gradually worn out in the work of forwarding

quantities of A to I), and quantities of B to C, and so on,

Now if we turn to the point F, when; goods pass out of the

productive machine into the hands of consumers, who

destroy them by extracting their "utility or convenience,"
we shall find in this How of goods out of the industrial

machine the motive-force and regulator of the activity of the

whole machine.

Let us take an illustration from a single trade, the

.shoe trade, The number of liuulg and shoes purchased

by consumers at retail shops and drawn out from the

inrduuii.sm at the point l'\ <li:tt:rmines llu; rate at which
retailers demand and withdraw shoes from wholesale

merchants, assuming for the .sake oi simplicity that nil shop-

kippers deal with manufacturers through the medium of

merchant middlemen* If the number of sales effected in a

Uiv<;n time by retailers increase*, they increase their demand
from the merchants, if it falls off they lower their demand.
The quantity of goods which retailers will in normal con-

ditions keep in stock will be. regulated by the demand of

consumers. 1 Tims the flow of shoes from D to E, and the

i Th tttock of M small retailer will nut, however, in all tusc* vuiy

l*ril >wt iorulcly with the nugrugtile wiKvs of nil claws of gootta. A
Miwll jJiujiUfqicr, to retain hi* cifttuiu ami ncdit, i* often required In

ki-rp a small Mm k of a lar^c variety *>f WHK\*> not often in re(|uust, If

lie M?th tlinn r,itlu-r innrcMJuirkl^ r he tlt*s nut

httu'K in lutttt ut any p,irtiful;ti lime.
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quantity of shoes which at any given time arc nt tho point

E, are determined by the demand of consumersthat is to

say, by the quantity or pace of consumption. If, owing to

miscalculation, a larger number of shoes .stanch in the retail

shops than is required to satisfy current consumption, or if

the flow from D to E is faster than the outflow from K,
this excess ranks as an over-supply of these forms of capital.
Now just as the demand of consumers determines tins

number of shoes which stand at E and flow from 1) to 1C, so
the demand of the retailer determines the number of shot's

which at any
(

time constitutes the stock of tint mcrr-hanta at

D, and the size and number of the orders they give to tlw

manufacturers at C. Similarly with the earlier processes of

production \ the flow of leather from the " trmners " and
the quantity of leather kept in stor-k arc likewise <lu-

termincd by the demand of the manufacturum; and the

transport of hides and bark, awl the demand for thews
materials of tanning, will be regulated by the demands of the,

tanners. So the quantity of stock at each of the points
A, B, C, D, E, and the rate of their progress from one point
to the next, are dependent in each case upon the quantity
demanded at the next stu^e, Ilunos it follows that the

quantity of
productive goods ut anytime in shirk at ai It nfj

the points in the production of shoes, ;ml tlw quantity
of productive work done anil employment given at e;irh

point, is determined by the amount of eonsiimptioti of
shoes.

^

If we knew the number of purchases of shoes
made in any community by consumers in a given time,
and also knew the condition of the industrial arts at
the different points of production, we should he able lo
ascertain exactly how much stock and how nuwh auxiliary
capital was required at ouch point in the proilueiion
of shoes. At any given time the How of consumption
indicated by V determines the quantity of stork and
plant of every kind economically required at e,ieh point
A, B, C, l>, Ii. What applies lo the Mum trade applies
to trade-in genenil. (iven the rale or quantity of eonwump-
tion in the community, it is possible lo iluUtniiini: cxwtly
the quantity of stock and plant requirtnl umler existing in-
dustrial conditions to maintain this outflow of consumptive
goods, and any stork or plant in cxwss of this amount
figures as waste forms of capital or oversupply* F then is
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the quantitative regulator of A t B, C, I>, K. 1 Nor is the

accuracy of this statement impaired by the speculative
character of modern trade. Speculative merchants or

manufacturers may set up business at I) or C and provide
themselves with stock and machinery to start with, but
unless they meet or create a growing demand of consumers
their capital is waste, or else if they succeed in gutting
trade it is at the cjxpt'iisu of other members of the trade,
and their capital is made productive by negativing the

rapitnl of other traders.

S r i. The truth hen* insisted on, that an exact quantitative
relation exists between the amount of stock and plant,

severally and collectively, required at the different points
A, B, C, I), 1C, and that the amount economically serviceable
at each point is determined by the quantity of current con-

sumption, would seem self-evident* But though this has
never been explicitly denied, the important results follow-

ing from its recognition have been obscurer! and be-

fogged by several conceptions and phrases relating lo

capital which have found arreptunrc among Knglish
economists.

Chief ami foremost among these errors is the framing
of a definition of capital so as to exclude the clear separation
-of productive goods and machinery, the economic means,
horn consumptive goods, the economic end. So long as a
definition of capital i taken which includes any con-

sumptive goods whatsoever, two results follow* One is a

hopeless contusion in the,romm<*i<:ial mind, for in commerce
everything is capital whieh forms tbn Mork or plant of a
commercial firm, and nothing is capital wbieli doos not
form part of such .sinefc or plant, Secondly, to include
under capital the food in the possession of productive

1 ItHkcwwedelcrmim's thflfjiinntityuf idnnlaml stork fiU, /;, <%</<lown
I'arh of the perpendicular linen, for the deninml at each of these points
in the production of plant ami machinery is derived iroin the require*
menu at the points A It, O I ), 1C. The flow of WH K!S therefore up these

rhanncls, though slower in it<i movement {since in (he main channel

only Koodx flow, while fixe*! capital is Hulfjcct to the Blower "wrar
nml tear*'), h wjuJiUy

1 determined by ami derived from the consump-
tion at F, The whulc motive-power of the mechanism is enycnderod
at Kf and the flow of money \*,v\ <wcr the retail counter as it pasw*
in a ri'versi? current from K towards A, supplier th nressary .stimulus
at endi point, <ltivin^ the goods another Mage in their journey.
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labourers or any other consumptive goods is an abandon- ,

ment of the idea of consumption as the economic end and a

substitution of production.
If we follow Bohm-Bawerk and the Austrian economists

in definitely refusing to include the consumptive goods^
of

labourers as capital,
1 we get a conception of capital which

is at once in accordance with the universal conception of

commercial men, and which enables us to realise the vital

relation between capital and consumption. We now see

Capital in the form of stock and plant at each point in the

industrial machine deriving its use and value from its con-

tribution to the end, Consumption, and dependent for its

quantity upon the quantity of Consumption, We have

seen that a demand for commodities is the true and exact

determinant of the quantity of capital at each industrial

stage. It is therefore the determinant of the aggregate of

wealth which can function as useful forms of capital in

the industrial community at any given time, The aggregate
of plant and stock which constitute the material forms of

capital at the points A, B, C, D, E must in a properly adjusted
state of industry have an exact quantitative relation to the

consumption indicated by F. If F increases, the quantity of

forms ofcapital at A, B, C, D, E may severally and collectively

increase; if F declines, the useful forms of capital at each-

point are diminished. Since we have seen tlmt the sole

object of saving from the social point of view is to place
new forms of capital at one of the points A, B, C> D, E, it is

evident that the amount of useful saving is limited by the

rate of consumption, or financially, by the amount of
"
spend-

ing." Where there is an improvement in the general pro-
ductive power of a community, only a certain proportion
of that increased power can be economically applied to

"saving" t\e., to the increase of forms of capital; a due

proportion must go to increased spending and a general
rise in consumption.

-

12. This will hardly be disputed, except by those who
still follow Mill in maintaining that the whole of the current

production could be "saved," with the exception of what
was required to support the efficiency of labour, a doctrine

1 Bohm-Bawerk, Positive Theory o/ Capital, p. 67, See Appendix
I, for conflict of opinion among English economists. Cossa stigmatise*
the inclusion of labourers' consumptive-goods umlpr capital as one of
"
Ihnse wcll-knnwn tangles of nilbconcejilion whidi liave proverbially

nflliclcrl English economists." (Intru. to /Wftical /Snae/ny, p. 360.)
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to which even he could only give passing plausibility by

admitting that the increased savings which resulted from an

attempt to do this would take the shape of luxuries con-

sumed by the said labourers that is to say, would not be

"savings" at all, but a transfer of
"
spending" from one

class to another. 1 If capital be confined to commercial

capital, and "saving" to the establishment of the forms of

such capital, no one will deny that the quantity of "saving"
which can be effectually done by a community at any time

depends upon the current rate of consumption, or that any

temporary increase of such saving must be justified by a

corresponding future increase in the proportion of spending.
2

This will be generally admitted. But there are those

who will still object that production just as much limits

and determines consumption as consumption does produc-

tion, and who appear to hold that any increase in present

saving, and the consequent increase of amount of plant and

stock, has an economic power to force a corresponding rise

of future consumption which shall justify the saving. This

they urge in the teeth of the fact that in a normal stats

of industry in machine-using countries there exists more

machinery and more labour than can find employment, and

that only for a' brief time in each decennial period can the

-whole productive power of modern machinery be fully used,

notwithstanding the increasing blood-letting to which super-

fluous saving is exposed by the machinations of bogus

companies, in which the "saving" done by the dupes is

balanced by the "spending" of the sharps. Ignoring the

fact that the alleged power of increased saving to stimulate

increased consumption is not operative, they still maintain

that there cannot be too much "saving," because the

tendency of modern industry is to make production more

and more c( roundabout "
in its methods, and thus to pro-

vide scope for an ever-increasing quantity of forms of

capital
Under modern machinery we see a constant increase in

cWes of Politkal Economy, Bk. 1 , chap. v. 3; see also

Bk. III., chap. xiv. 3.
3 It should be noted that an increased amount of consumption in the

future does not necessarily compensate for a disturbance of the current

balance of saving and spending, for an increased pr&foHzon offuture
intome will have to be spent in order to compensate.
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the number of direct and subordinate processes connected

with the foiwarding of any class of commodities to its com-

pletion. A larger proportion of the productive labour and

capital is employed, not upon the direct horizontal line, but

upon the perpendicular lines which represent the making of

subsidiary machinery. More and more saving may be
stored up in the shape of machines to make machines, and
machines to make these machines, and thus the period at

which the "saving" shall fructify in consumption maybe
indefinitely extended.

Some of the labour stored and the capital established in

the construction of harbours, the drainage of land, the

construction of scientific instruments, and other works of

durable nature and indirect service, may not be represented
in consumptive goods for centuries. Admitting this, it may
be urged, can any limits be set to present "saving" and
its storage in forms of capital, provided those forms be
selected with a due regard to a sufficiently distant future?

The answer is that only under two conditions could an

indefinitely large amount of present "saving" be justified.
The first condition is that an unlimited proportion of this

"saving" can be stored in forms which are practically

imperishable; the second condition is that our present

foresight shall enable us to forecast the methods of produce
tion and consumption \vhich shall prevail in the distant
future. In fact neither of these conditions exists. How-
ever much present "saving" we stored in the most enduring
forms of capital with which we are acquainted *,, in the

permanent way of railroads, in docks, in drainage and
improvement of land, a large proportion of this "saving"
would be wasted if the consumption it was destined to
subserve was postponed for Ion?;,'

1 Neither can we predict
with any assurance that the whole value of such "savings"

1 It must he borne in mind that many articles r>f utility and enjoy-
ment must in their final processes be produced for immediate corwump-
tion. The "saying" of perishable goods is confined to a wring of
the more enduring forms of machinery engaged in their production,
or in some few cases to a storing up r>f the raw material 80 like*
wise that large portion of productive work termed "parott*l ier-
vices" cannot be antedated. These limits to the posribfljt? of
"saving" are important. No amount of present sacrifice $fe the
interest of the next generation could enable them to live ft We of
luxurious idleness.
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will not have disappeared before a generation has elapsed

by reason of changes in industrial methods.
The amount of jncscnt "saving" which is justified from

the point of view of the community is strictly limited. We
cannot forecast the demand of our twentieth generation of

descendants, or the industrial methods which will then

prevail ; we do not even know whether there will be a

twentieth generation ; there are ceitain large inevitable

wastes in postponed consumption by reason of the perish-

ability of all material forms of wealth, or the abstraction

of them by others than those for whose use they were
intended. Moreover, we do not believe it would be good
for our descendants to have the enjoyment of excessive

wealth without a corresponding personal effort of producing,
nor would it be good for us to exert effort without some

proximate and corresponding enjoyment The limits of

individual life rightly demand that a large proportion of

individual effort shall fructify in the individual life.

Thus there are practical limits set upon the quantity of

"saving" which can be usefully effected by extending the

interval between effort and enjoyment. If the right period
be exceeded the risk and waste is too great. The analogy of

gardening adduced by Ruskin is a sound one, 1 By due care

.
vand the sacrifice of bud after bud the gardener may increase

the length of the stem and the size of the flower that may be

produced. He may be said to be able to do this inde-

finitely, but if he is wise he knows that the increased risks of

such extension, not to mention the sacrifice of earlier units of

satisfaction, impose a reasonable limit upon the procrastina-
tion, The proportion of "saving" which may be and is

applied tn establish kite-fructifying forms of wealth, differs

not only with the different developments of the industrial

arts, but with the foiesight and moral character of the race

and generation. As our species of civilisation advances,
and the demand for complex luxuries and the arts of

supplying them advance, a larger amount of "round-
about*' production bernmcs possible, and as regard for

the future generations advances, more capital will be put
into forms which fructify for them, JUit at the present in

any given community ihcrc is a rational and a necessary

1

Rurikin, Unto this Last, p. 145.
20
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limit to the quantity of "saving" which can be applied to

such purposes.

Secondly, we find that in fact the surplus
"
saving

"
over

and'above what is needed to provide the necessary forms of

capital to assist in satisfying current consumption is not

absorbed in making provision for distant future consump-
tion by more "roundabout methods.'

1 Much of it goes
into a mere increase of the number of existing forms of

capital whose raison d'etre lies in the satisfaction of present
or immediately future wants. The multiplication of cotton-

spinning-mills, of paper-mills, of breweries, ironworks, has

gone on far faster than the growth of current consumption.
This increase of productive machinery has not in fact been
able to force such an increase of consumption as gives

adequate employment to these new forms of machinery and
to the labour which is at hand to work them,

13. It is not therefore correct to say that the rate of

production determines the rate of consumption just as much
as the rate of consumption determines the rate of produc-
tion. The current productive power of capital and labour

places a maximum limit upon current consumption, but an
increase of productive power exercises no sufficient force
to bring about a corresponding rise in consumption. Just
as in a particular trade eg, the Lancashire cotton trade,
an excess of "saving" may be applied to the establishment
of mills and machinery which cannot be kept working
because there is no market for their output, so it is with
trade in general. It is not true that the inflation of capital
in the Lancashire trade is due to a misdirection which implies
a lack of capital in some other branch of industry. In a

period of depression every other important branch of

industry displays the same symptoms of excessive plant,
over-supply of stock, irregular and deficient employment of
labour, though not to the same extent. Nor is there anyd priori reason why there should not be from lime to time
such general maladjustment

It is universally admitted that from ignorance or mis-
calculation too much new capital often flows inly certain
industries or groups of industry, and loo little into others;
some are congested, others starved. All economists allow
that temporary over-production in certain fields of industry
is thus caused, other fields being insufficiently furtilisod with
capital.

^

This maldistribution of capital among the several
occupations, they will likewise admit, involve* a net watitu
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cif pioductne power: it is bad economy of production.
Uufc if this waste from misdirection in the application of

capital at a given time is admitted as a natural occurrence,

why is it unreasonable to expect that a general misdirection

of capital, not as between one set of industries and another,
but as between one period of time and another, may occur?

Tn oilier words, is it unreasonable to expect that the saving
and investing classes as a whole may be deceived as to the

amount of now capital that can be economically absorbed

by the uulu&tiial organism duiing a given period? Thus

deceived, may they not be led from time to time to en-

deavour to put a larger amount of new capital into effective

operation than is needed, in the actual condition of industry,

to provide for the increased rate of consumption which will

take place in the future? The same imperfect knowledge,
the same short-sight which cause a local misdirection will

also cause a temporary misdirection of capital: errors will

arise as to the total quantity of saving that is economically
desirable at a particular time.

The quantitative relations actually subsisting between the

aggregate of "spending" and of "saving" do not rest upon

any such basis of direct and accurately measured self-interest

as will serve to keep a constant just balance, calling forth

at each time exactly that amount of saving economically

requiied to forward the progress of industry and provide for

the actual needs of further consumption.
On the contrary, while it is the interest of every "saver"

to put his savings into the most remunerative investment

lie can find, and he normally exerts some conscious effort

in finding it, the question how large a proportion of his

income he shall save does not in many cases iform a subject

of serious consideration. If every one saved with a keen

eye to the rate of interest he was to get, increasing his

saving when interest lose, decreasing it when interest fell,

theic would be a fairly effective economic check upon such

over-saving and consequent over-production as we perceive

takes ptocu, But in fact a great deal of the "saving" is an

automatic process by which surplus elements of income,

over what is needed to maintain a customary class standard

of consumption, save themselves. Much of the saving of

the wealthy classes is of this nature. Even with regard to

the saving of the less wealthy, much of it is done without

regard to the rate of interest, and some sorts of saving,
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where the object is to secure a future income of a given size,

are actually stimulated by a fall of interest.

Thus there exists no automatic check upon the propor-
tion of saving to spending, so far as the general income is

concerned. In certain conditions of distribution, where
the automatic self-accumulation of the surplus incomes
of the rich play a large part in the aggregate of saving,
it is reasonable to expect the frequent recurrence of

a tendency to congest industry with excessive capital.

For consideration of the industrial organism shows that

maladjustment in the relation of "saving" to "
spending

*

can only lean one way. There cannot be too little saving
to furnish current consumption, taking the industrial com-

munity as a whole, for it is impossible to increase the rate

of consumption, F, faster than the increase of the rate of

current production : any increase of the purchase of shop*
goods by raising prices and circulating more money down
the paths of production stimulates and strains the sinews
of production, and if the existing machinery of produc-
tion is inadequate it supplies a motive-power to increase

"saving." In no case can a community consume faster

than it produces. An individual can do so by living on
his capital, a nation may do so fr>r a time by living upon
its capital, giving to other nations by moans of an increased,
debt a lien upon its future wealth. But a whole industrial

community can never live upon its capital, can never in the
literal sense of the term "

spend too much.'* This tffttfr*

ment requires a single qualification. While a community
can never by

"
spending

"
deplete its capital, while it cam-

not increase its "spending" without at the same time

increasing its real capital,
1

it will doubtless be profitable
to a progressive community to reduce its consumption for
a while below the normal proportion in order to fully utilise
new discoveries in the industrial arts which shall justify in
the future increased consumption,
With this necessary qualification it is true that a com*

munity cannot exceed in the direction of spending. But
the balance may lenn the other way. A community lay" save too much/' that is to say, it may establish a larger

* This docs not necessarily imply a hlimnlaUon of new
fuller vitality given to existing forms ofoupiial will rafae the
real capital as measured in money. Mills ami machineryw

th"y cml" >"y "**^ *
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quantity of productive; machinery and goods than is

required to maintain current or prospective consumption.
What is to prevent a community consisting of a vast

number of individuals with no close knowledge of one

another's actions, desirus, and intentions, making such a

miscalculation as will lead them to place at each of the

points A, IJ, C, I>, IS, and in all or most branches of

industry, a larger quantity of foims of capital than are

required ?

It is said that the harmony which subsists between the

social interest and the self-interest of individuals will

prevent this, or, in other words, that individuals would find

that if they attempted unduty to increase the aggregate of

capital beyond what was socially advantageous in view of

the community's consumption, it would not pay them to do
so. Is this true?

An individual working entirely fur himself, whoso capital

lay in his tools and his raw or unfinished commodities,
would never increase the latter unduly. A socialist com-

munity properly managed would never add to its stock

of machinery or increase the quantity of its raw materials

or unfinished goods, so as to leave any machines unused
or half used, or any goods unnecessarily occupying ware-

house room and deteriorating in quality. But when com*

petition of individual interests comes in there is no such

security.
It may pay individuals to build new factories and put in

new machinery where it would not pay the community to

do so, were it the sole owner of the nuiuns of production.
The knowledge that enough capital is already invested in

an industry to fully supply all current demands at profitable

prices has no power to deter the investment of frush capital,

provided the netf investors have reason to believe their

capital can be made to displace some existing capital owned

by others. If the new-comer can, by superior business

address, by successful advertising, by "sweating" his em-

ployees or otherwise, get hold of a poition of the business*

hitherto in the hands of other firms, it will pay him to

build new factories and stock them with the requisite

machinery, and to begin the process of manufacture. There

may bo in existence already more bicycle works than arc

sufficient to supply the consumption of the community,
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But if a would-be manufacturer thinks he can withdraw fiom
other makers a sufficient number of customers, he will sa
up works, and make new machines, though his methods of

production and the goods hu turns out may be no Ixlti'r

than those of other makers. The .same holds at every starts

of production. In wholesale, or ruUiil distribution the fart

that there are sufficient warehouses and shops in existence

adequately to supply the current demand dons not prevent

any one from embarking new savings in more warehouses or

shops, provided he believes he is able to divert into his own
firm a sufficient amount of the business formerly hdd by
others. In a district two groom' shops may be quite
sufficient to supply the needs of the ncnghlxnirhcKX^ and to

secure adequate compKitior). But if a third roan, by an
attractive shop-front or Kii]:rior .skill in the labelling or

adulteration of his wares, ran procure for himself an ade-

quate share of the custom, it will pay him to put the requisite

plant and slock into a shop, though the trade on the one
hand and the community on the other arc no gainm by
his action.

There is indeed much evidence to show that it may bv,

to the advantage of individuals to increase the machinery of

production, even though there is no reasonable prospwi of

this machinery being worked at a profit It is the unanimnu .

testimony of business mun that this Lancashire trade has
been congested with mills ami machinery in this way. As
a result of an excessive driiiro to postpone consumption
there are considerable sums of money which cannot find ;t

safe remunerative investment Here is the material for tint

company promoter, IJy mrans of the specious falsehoods
of prospectuses h draws this money together; with him
work a builder anil an architect who desire the contract iJ
putting up the factory; tlm various firms interested in niami

factoring and supplying tlm nmrhinery, the toiler-maker and
fitters of various kinds, the firm of solicitors whose srvi< i-t

are requisite to
jiljwre

the <:om:<>m upon a sound legal foot

ing, or to estubli.sh coitfulitnw, tak up shares. It is to Uws
interest of all these and many otlu;r classes of persons to

bring into the field of production new forms of capita!,
quite indqutmlently of thr question whether the condition
of a trade or the consumption nf the community have any
need for thum.
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14. These operations, which imply a conflict between
the interests of individuals and those of the community,
pervade all modern commerce, but are more prevalent in

businesses where complex machinery plays a prominent
part, or where specious advertising gives the outsider a

larger chance of successful entry.
In each and all of these cases it is to the interest of the

individual to place new
"
savings

w
in new forms of capital

in branches of industry where sufficient capital already exists

to assist in supplying the current demand for consumptive
goods. So far is it from being true that the self-interest of

individuals provides an economic check upon over-supply,
that it is possible that at each of the points of production,
A, B, C, D, E, and in all or the majority of industries at the

same time, there should be an excess of forms of capital as

compared with that which would suffice for the output, F.

The automatic growth of bubble companies and every

species of rash or fraudulent investment at times of depressed
trade is proof that every legitimate occupation for capital
is closed, and that the current rate of saving is beyond that

which is industrially sound and requisite. These bubble

companies are simply tumours upon the industrial body
attesting the sluggish and unwholesome circulation; they
are the morbid endeavours of "

saving
" which is socially

unnecessary, and ought never to have taken place, to

find investments. When one of these " bubble" companies
collapses it is tacitly assumed by unthinking people that

those who invested their money in it were foolish persons
who might have sought and found some better investment.

Yet a little investigation would have shown that at the

time this company arose no opportunity of safe remunera-
tive investment open to the outside public existed, every
sound form of business being already fully supplied with

capital.
At first sight it might appear thai Consols and first-class

railway and other stocks were open, and that the folly of

the investors in bogus companies consisted in not preferring
a safe aj per cent, to a risky 5 or 10 per cent But this

argument is once more a return lo the unsound individual-

istic view. It was doubtless open to any individual investor

of new savings to purchase sound securities at 2 J^ per cent,

but, since the aggregate of such soundly-placed capital
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would not be inci eased, this would simply mean the dis-

placement of an equal quantity of some one else's capital.

A could not buy Consols unless B sold, therefore the com-

munity to which A and B belong could not invest any fresh

savings in Consols, Any widespread attempt on the part of

those who plunged into bogus companies to try first-class

investments would obviously have only had the effect of

fuither reducing the real interest of these investments far

below aj per cent The same effect would obviously
follow any effective legal interference with company-pro-
moting of this order. The fact that Consols and other

first-class investments do not rise greatly at such times is,

however, evidence that the promoters of unsound enter-

prises succeed in persuading individual investors that their

chance of success is not less than 2j^ per cent. In many
instances the investor may be acting wisely in preferring a
smaller chance of much higher profits, because a secure 2j
per cent, may be quite inadequate to his needs. For it

must be borne in mind that a knowledge that the new bank
or new building society is unnecessary, because enough
banks and building societies already exist, does not make it

impossible or necessarily improbable that the new venture
will succeed.

The objection, then, which takes the form that over-

saving cannot exist, because the worst investments made
with open eyes must be productive of more than that which
could be obtained by investing in Consols, is not a valid one.
It would

only
be valid on the supposition that capital were

absolutely fluid, that the quantity of soundly-placed invest-
ments were indefinitely expansible, and that new forms of

capital had in no case the power to oust or negative the use
of old forms of capital But this we have seen is not the
case. If there existed absolute fluidity of competition in all

forms of capital, the fact that interest for new investments
stood above zero would be a proof that there was not excess
of forms of capital. Capital appears to have this fluidity
when it is regarded from the abstract financial point of
view. A man who has "saved" appears to hold his

"savings" in the form of bank credit, or other money which
he is able to invest in any way he chooses. But, as we have
seen, the real "savings," which represent his productive
effort plus his abstinence, are of necessity embodied in
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some material forms, and are therefore devoid of that

fluidity which appears to attach to them when reflected in

bank money.
15. The evils of trade depression, or excessive growth

of the fuims of capital beyond the limits imposed by con-

sumption, are traced in large measure directly, but also

indirectly, to the free play of individual interests in the

development of machine-production. The essential irregu-
larities of invention, the fluctuations of public taste, the

artificial restiictions of markets, all enable individual capi-
talists to gain at the public expense. The added interests

of its individual members do not make the interest of the

community. All these modes of conflict between the indi-

vidual and the public interest derive force from the com-

plexity of modern capitalist production.
In fastening upon the uncontrolled growth of machinery

the chief responsibility for that depression of trade which is

derived from an attempt to devote too large a proportion of

the productive power of the community to forms of "saving,"

two points should be clearly understood,

]n the first place, it is the forms of capital and not real

capital which are produced in excess. If there are 5

spinning-mills in Lancashire where 300 would suffice, the

destruction of 200 mills would no whit diminish the amount

of real capital. If 200 mills were burnt down, though the

individual owners would sustain a loss, that loss, estimated

in money, would be compensated by a money rise in the

value of the other mills. The quantity of real capital in

cotton-spinning is dependent upon the demand for the use

of .sudi forms of capital that is to say, upon the consump-
tion of cotton goods. If 300 mills are sufficient to do the

work of supplying yarn lo meet the demand of all manufac-

turers, thu value of 500 mills is no greater than of 300;

assuming that the 500 mills equally distributed the trade,

it would simply mean that the real capital was thinly spread

over 500 mills, which could only work a little over half-time

without producing a glut of goods,
p

instead of being con-

cunt rated upon 300 mills fully occupied.

Turning once more to the diagram,

: / (consumption),
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/(the current rate of consumption) determines the quantity
of real productive power of capital that can be effectively

employed at each point, a, , c, d^ e. The condition of the

arts of industry, including the rates of wages and other

conditions of the labour market, determines how many
forms of capital (mills, warehouses, ironworks, raw material,

etc.) at any given time are socially requisite to embody
this capital. But though/ has an economic power to fora;

into existence the requisite minimum of these forms of

capital, it has no power to prevent the pressure of indi-

vidual interests from exceeding that minimum and planting
at a, , C) dt

e more forms of capital than are required.

Secondly, over-production or a general glut is only an
external phase or symptom of the real malady* The disease
is underconsumption or over-saving. Thesis two imply one
another. The real income of a community in any given
year is divisible into two parts, that which is produced and
consumed, that which is produced and not consumed /,&,

is saved. Any disturbance in the due economic proportion
of these two parts means an excess of the one and a defect
of the other. All underconsumption therefore implies a

correspondent over-saving. This over-saving is embodied
in an excess of machinery and goods over the quantity
economically required to assist in maintaining current

consumption, It must, however, be remembered that this

over-saving is not measured by the quantity of new mills,

machinery, etc., put into industry. When the mechanism
of industry is once thoroughly congested, over-saving may
still continue, but will be represented by a progressive
under-use of existing forms of capital, tliat unemployment
of forms of capital and labour which makes trade depression,

B

An increased quantity of saving is requisite to pro
vide for an expected increase of consumption arising
from a growth of population or from any other cause. Such
increased saving is of course not over-saving. The propor-
tion, as well

as^
the absolute amount of the communii/R

income which is saved, may at any time be legitimately
increased, provided that at some not distant lime an
increased proportion of the then current income be con-
sumed. If in a progressive community the proportion of

"saving
"

to consumption, in order to maintain the current
standard of living with the economic minimum of "forms."
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of capital, be as 2 to 10, the proportion of saving in any
given year may be raised to 3 to 9, in order to provide for a

future condition in which saving shall fall to i to n. Such
increased "saving" will not be over-saving; the forms of

capital in which it is embodied will not compete with

previously existing forms so as to bring down market prices.
The efforts which take the form of permanent improvements
of the soil, the erection of fine buildings, docks, railways,

etc., for future use, may provide the opportunity to a com-

munity of increasing the proportion of its savings for a

number of years. But such savings must be followed by
an increased future consumption without a correspondent

saving attached to it. The notion that we can indefinitely

continue to increase the proportion of our savings to our

consumption, bounded only by the limit of actual neces-

saries of life, is an illusion which places production in the

position of the human goal instead of consumption.
1 6. Machinery has intensified the malady of under-con-

sumption or over-saving, because it has increased the oppor-
tunities of conflict between the interests of individuals and
those of the community. With the quickening of competi-
tion in machine industries the opportunities to individuals

of making good their new "
savings

"
by cancelling the old

11

savings" of others continually grow in number, and as an

ever larger proportion of the tolal industry falls under the

dominion of machinery, more and more of this dislocation

is likely to arise; the struggles of weaker firms with old

machinery to hold their own, the efforts of improved
machinery to find a market for its expanded product,
will continue to produce gluts more frequently, and the

subsequent checks to productive activity, the collapse of

businesses, the sudden displacement of large masses of

labour, in a word, all the symptoms of the malady of

"depression
"

will appear with increased virulence.

It must be clearly recognised that the trouble is due to

a genuine clash of individual interests in a competitive
industrial society, where the frequent, large, and quite incal-

culable effects of improved machinery and methods of

production give now to this, now to that group of com-

petitors a temporary advantage in the struggle. It was

formerly believed that this bracing competition, this free

clash of individual interests, was able to strike out harmony,
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that the steady and intelligent pursuit by each of his own
separate interest formed a sure basis of industrial order and
induced the most effective and serviceable disposition of

the productive powers of a community,
It now appears that this is not the case, and that the

failure cannot in the main be attributed to an imperfect

understanding by individuals of the means by which their

several interests may be best subserved, but is due to the

power vested in individuals or groups of individuals to

secure for themselves advantages arising from improved
methods of production without regard for the vested in-

terests of other individuals or of society as a whole.
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CHAPTER XIL

MACHINERY AND DEMAND FOR LABOUR.

r. The Influence of Machinery upon the number of

Employed^ dependent on
"
elasticity of demand?

2. Measurement of direct effects on Employment in Staple

Manufacturers.

3. Fallacy of the Separatist Measure of Employment.
8 /|. Influence of Introduction ofMachinery upon Regularity

ofEmployment.
$ Effects of" Unorganised" Machine-industry upon Regu-

larity.

8 6. Different Ways in which modern Industry causes Un-

employment.

8 7. Summary of General Conclusions.

i. In discussing the direct influences of machinery upon
the economic position of the labourer we must distinguish its

effects upon (i) the number of workers employed.; (2) the

regularity of employment; (3) the skill, duration, intensity,

and other qualities of labour; (4) the enumeration of

labour. Though these influences are closely related in

complex interaction, it is convenient to give a separate

consideration to each.

(i) Effects ofMachinery upon the number ofEmployed.
This motive which induces capitalist employers to introduce

into an industry machinery which shall either save labour

by doing work which labour did before, or assist labour by

making it more efficient, is a desire to reduce the expenses

of production. A new machine either displaces an old

machine, or it undertakes a process of industry formerly

done by hand labour without machinery.
In the former case it has been calculated that the

expenses incurred in making, maintaining, and working the

new machines so as to produce a given output will be less
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than the corresponding (
expenses involved in the MM of the

old machines. Assuming that the labour of making and

working the new machines is paid at no lower rate than the

labour it displaces, and that the same proportion of tho

price of each machine went as wages and as profits, it must

follow that the reduction of expenses achieved signifies a

net displacement of labour for a given quantity of pro-

duction. Since the skilled labour of making new marhim is

is likely to be paid higher
^

than that of making more old

machines, and the proportion of the price which goes as

profit upon a new invention will be higher than in the case

of an old one,
1 the actual displacement of labour will

commonly be larger than is represented by the difference in

money price of the two machines. Moreover, since in tin-

case of an old manufacturing firm the cost of discarding a

certain amount of existing machinery must be reckoned in

the substitution of new machinery for old will generally
mean a considerable displacement of labour.

Similarly, when a new process is first taken over Iy

machinery the expenses of making and working the machines,
as compared with the expenses of turning out a given pro
duct by hand labour, will, other things buing equal, involve

a net diminution of employment. Tin; fact that tin* nrw

machinery is introduced is a proof that there in a m-l

diminution of employment as regards a given outpul ; Joi

otherwise no economy would be uflerHi'il.

What then is meant by the slatenwnt so generally inrulr,

that machinery gives more employment than il takes aw;ty
that its wider and ultimate effect is not to diminish the

demand for labour?

The usual answer is that the economy effected by labour,

saving machinery in the expenses of production will,

through competition of producers, be redected in a lower
scale of prices, and this fall of prices will stimulate ron-

i
Against this we may set the piw&Hulily of a full m Mir iu| r f

interest at which manufacturers may be tilili* to liminw capital in uhlrr
to set up improved machinery, WIu-iu an mummy can ! rjftrtal in
this dhection, the displacement of labour elm* lu the iittrrfthtrtifin of

machineiy may nut lie so laifli*-/.ft, it will juy a itiiitmUciurrj
1 to

introduce a new machine which only "sivtjs" a small iimtiunt ul

money, if he can dluct the chan|je at a cheap ralo of iMiiuiwini*. (Ch
Maishall, Pnntijles tf&wMmfrs, ftml eilit,, pp, 569, 570.)
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sumption. Thus, it is urged, the output must be greatly
increased. When we add together the labour spent in

producing the machinery to assist the enlarged production,
the labour spent in maintaining and working the same, and

the labour of conveying and distributing the enlarged pro-

duction, it will be found that at least as much labour is

required under the new as under the old conditions of

industry. So runs the familiar argument.
The following is a fair example of the argument which

has passed current, drawn from the pages of a competent
economic writer:

"The first introduction of machinery may indeed dis-

place and diminish for a while the employment of labour,

may perchance take labour out of the hands of persons
otherwise not able to take another employment, and create

the need for another class of labourers altogether; but if it

has taken labour from ten persons, it has provided labour

for a thousand. How does it work? A yard of calico

made by hand costs two shillings, made by machineiy it

may cost fourpence. At two shillings a yard few buy it
;

at fourpence a yard multitudes are glad to avail themselves

of it. Cheapness promotes consumption; the article which

hitherto was used by the higher classes only is now to be

seen in the hand of the labouring classes as well. As the

demand increases, so production increases, and to such an

extent that, although the number of labourers now employed
in the production of calico may be immensely less in

proportion to a given quantity of calico, the total number

required for the millions of yards now used greatly exceeds

the number engaged when the whole work was performed
without any aid of machinery."

1

Now, turning from the consideration of the particular

instance, which we shall find reason to believe is peculiarly

unfortunate when we deal with the statistics of the cotton

industry, it must be observed that economic theory makes

dead against this d priori optimism. Ignoring, for the

sake of convenience, the not impiobable result that an

economy of production may, at any rate for a time,

swell profits instead of reducing prices, it will be evi-

dent that the whole value of the argument turns upon

1 Leone Lcvi, VVotk and Pay, p. 28.
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the effect of a fall of price in stimulating inn-cased

consumption. Now the problem, how far a given fall in

price will forceinci eased consumption, we have found in our

discussion of monopoly prices to involve extremely intricate

knowledge of the special circumstances of each case,

and refined calculations of human motives. Everything

depends upon "elasticity of demand,'
1

and wo arc certainly

not justified in assuming that in a particular industry a

given fall of prices due to machine-production will slimu

late so large an increase of consumption that employment
will be given to as many, or more persons than were

formerly employed. On the contrary, if we apply a

similarly graduated fall of prices to two different classes of

goods, we shall observe a widely different effect in the

stimulation of consumption, A reduction of fifty per mil.

in the price of one class of manufactured #r>nds may trebles

or quadruple the consumption, while the same reduction in

another class may increase the consumption by only twenty

per cent In the former case it is probable that the

ultimate effect of the machinery which has produced the

fall in expenses of production and in prices will be a

considerable increase in the aggregate demand for Inbmir,

while in the latter case there will bo n net displacement. It r;

therefore impossible to argue <i friori that the ultim.'ilf < -flirt

ofa particular introduction of machinery must bean incn'nsril

demand for labour, and that the labour ilisphic.ud by the

machinery will be directly or indirectly nb.sorbi-d in forwarding
the increased production caused by machinery, 1 1 is allc^il
that the use of steam-hammers has displaced nine nf the

ten men formerly required, that with modern iniidiincTy ono

man can make as many bottles as six men made furuu-rly,

that in the boot and shoe trade one man rnn <li> tlir work

five used to do, that "in the manufacture of njpinilHiral

implements 600 men now do the work which fifli**n or

twenty years ago re<juire<l in 45, thus displacing 1515,"
and so forth, 1 Now in some oj \\M\\\\\ cases we shall* limi

that the fall of prices following sudi displacement'; has li-rl

to so large an increase of demand that more persons an*

1 Statement l>y Mr. Slinftoo, IViiilcnl uf I In* Tr.i'V-, Union

gress, iflRtt; cf. ('juroU h. Wiif*lit, Rtpwt on

Washington, 1886, \i\>. 80911.
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directly engaged in these industries than before; in other

cases this is not the case.

The following quotation from a speech made at the In-

dustrial Remuneration Conference in 1885 will present the

most effective ci iticism upon Professor Leone Levi's position :

"In caipet weaving fifty years ago the workman drove

the shuttle with the hand, and produced from forty-five to

fifty yards per week, for which he was paid from gd. to is.

per yard, while at the picsent day a girl attending a steam

loom can produce sixty yards a day, and does not cost her

employer rj^d. per yard for her labour. That gill with her

loom is now doing the work of eight men. The question

is, How are these men employed now? In a clothier's

establishment, seeing a girl at work at a sewing machine, he

asked the employer how many men's labour that machine

saved him. He said it saved him twelve men's laboui.

Then he a r

;kcd,
c What would those twelve men be doing

now?' 'Oh,' he saul,
'

they will be much better employed
than if they had been with me, perhaps at some new

indusliy.' He asked, 'What new industry?' But the

employer could not point out any except photography; at

last ho said thi-y would probably have found employment in

making sewing machines. Shortly afterwards he was asked

to visit the American Singer Sewing Machine Factory, near

Glasgow. lie got this clothier to accompany him, and

when gning over the woiks they came upon the very same

kind of machines ns the clothier had in his establishment.

Then ho put the rjucslion tn the manager,
l How long would

it takti n man lo mala; one of these machines?' He said

hu could not loll, as no man made a machine; they had a

rnnrw cKpucliiirms way of doing it than that there would be

upwards of ihiity mtMi employed in the making of one

machine* ;
but he said 'if they were to make this particular

kind of machine, thoy would turn out one for every four

ami a half clays' work of each man in their employment'

Now, there was a machine that with a girl had done the

work of twelve men for nearly ten years, and the owner of

that machine was under the impicssion that these twelve

men would In; employed in making another machine, while

four and a half days of each of these men was sufficient to

makf anfttlu-r machine thnt was capable of displacing other

twelve
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In cases like the above we must, of coarse, bear in mind

that a diminution of employment in the several manu-

facturing processes directly and indirectly engaged in for-

warding an industry, is not of itself conclusive evidence

that the machinery has brought about a net displacement of

labour. If the output is increased the employment in the

extractive, the transport, and the various distributing pro-

cesses may compensate the reduction in making goods and

machinery.
2. The industrial history of a country like England ran

furnish no sufficient data for a conclusive general judgment
of the case. The enormous expansion of production in-

duced by the application of machinery in certain branches

of textile industry during the first half of this century indis-

putably led to an increased demand for English labour in

trades directly or indirectly connected with textile produc-
tion. But, in the first place, this cannot bo regarded as a

normal result of a fall of prices due to textile machinery,
but is largely attributable to an expansion in the area of

consumption the acquisition of vast new markets in

which greater efficiency and cheapness of transport played
the most considerable part. Secondly, assuming that the

more pressing needs of the vast body of consumers are

Iready satisfied by machine-made textile goods, we are not
L

. liberty to conjecture that any further cheapening of

,oods, owing to improved machinery, will have a corre-

spondent effect on consumption and the demand for labour.

If England had been a self-contained country, manufactur-

ing only for her own market, the result of machinery applied
to textile industries would without doubt have been a con-
siderable net displacement of textile labour, making every
allowance for growth of population and increased home
consumption, The expansion of English production under
the rapid development of machinery in the nineteenth cen-

tury cannot therefore be taken as a right measure of the
normal effects of the application of machinery.

Neither in economic theoiy nor in industrial practice* is

there any justification for the belief that tin; net result of

improved machinery is a maintenance or an mcn'nsii rf

employment within the particular tnidu, or even within the

group of the interdependent trades engaged it) producing or

supplying a class of commodities. Still less support is there
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fnr this belief as applied to the trade of a particular locality
or national area. While the introduction of new labour-

saving machinery in type-setting and printing has been
followed by so large an expansion of business as to employ
increased numbers of workus, recent improvements in most
Uritish textile mills, cotton, woollen, hemp, etc., have been
followed by an absolute reduction of employment.
The following fi^uies

1

exhibiting the relative growth in

the consumption of raw cotton in Great Britain and the

number of persons employed in cotton manufacture from

1854 to 1891 affords a general indication of the influence

of impiovtid machinery and methods of production upon
quantity of employment:

fta
jofgr Cotton.

tllmii CVfc.

6.9
90
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M-9

1861

1871
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(mrhuling Dealers).

627,819
660,231

647,633
664,279

682,075

The same economy of Inbour, though less marked, is

&, evidenced in the statistics of the relative growth of the con-

sumption of iron in the United Kingdom and the number
of persons employed in iion and steel trades.

Kstiiiiatril Cimsuiuiiiiiiii nf Plif Iron Pcisnns employed in Iron
Million Tuns anrl Stud Tiadcs.

1854 28 iio,4oR (Census 1850)
i'n 3-3 149,366

ifi7i 5.0 223,44^
iKKl 6.7 341,346

iflyr 6.6 245> }^7

Kven if we take account of the industries subsidiary to

such particular manufactures and the tiansport and dis-

tributive employment of handling the larger quantities of

cheapened goods, we cannot conclude that the net effect of

rcitnin improved machinery will not be a reduction in the

quantity of employment.
The statistics of employment &iven in Chapter XVT point

to the conclusion that the further a nation advances in the

1 Cd. 17^1, p. 3^7.
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application of labour-saving machinery to the production of

those goods which satisfy the primary needs of the popula-

tion, the smaller the proportion of the total employed das
enoa^ed in these productive processes. J he Lust available

statistics in various countries indicate that llu* proportion of

employment afforded by the staple manufactures as a ulinlf

diminishes after modem machine inctliods^aic
well rslah-

lished, and that the tendency is strongest in lluis" inriiui-

factures engaged in supplying ordinary classes of textile,

metal, and other goods in the home markets.

3. In order to judge the net effect of labour-jjnvincj

machinery upon the volume of employment a wider view is

necessary. If the first effect is to cheapen Roods, we neotl

not look to the expansion of demand for this class of goods
to absorb the labour which it is the object of the introduction

of the machine to displace. We must look lo the expansion
of demand for other sorts of goods duo to the apjilieatinn

of the elements of income saved by the fall of prices in this

first class of goods. If cotton goods arc- cheaper owing to

improved methods of pioduction, tliu chief result may he.

the increased demand for foods, other clothing furniture,

etc., due to the expenditure of n smaller proportion of the

general income upon cotton goods.
A clear grasp of the interdc'pcndcney of mailc* Is, through

the law by which incomes are spent in securing the greatest

aggregate utility of consumption-goudK, exposes the fal-

laciousness of seeking to test the general nfleeif! of

machinery upon employment by the separatist niclhorl.

This wider outlook enables us to conclude that though
the effect of machinery may sometimes IMS a reduction of

employment in a special trade or group of trades, thu

general result must be to maintain llui .<uinu agminate
volume of employment as before, provided that the ineome
liberated from a particular dcniimd is applied tr other
demands for commodities. IT a class of I British rnnsnniers
has been spending 10 per cent, of its income upon articles
of food, or of clothing, and improved methods of prudur-
tion or of transport reduces the price of these gond'; hy half;
the saved 5 per cent, of this class incnme, expended upon
other sorts of commodities, will afford as much employ-ment for labour as has been saved In the food or

"

trades.



MODERN CAPITALISM, 325

If, rib may be objected, there is a simultaneous tendency
to leducc the piiees of moat articles of ordinaiy consump-
tion by applying machine methods of production and
transport, the noimal lesult would be to stimulate new
wants, and so tu create new channels of production yielding
employment to displaced labour. That this is in fact the
normal opeiution of economic forces in the world of

industry, \vliL-ie this normal operation is not impeded by
ovLr-suving, nu one can seriously doubt,

It the impLOvuinunts of machine-methods weie regular,

gradual, and cunthiuous in the several industries, no con-
sidei able effect m reducing the volume of employment
would OCLUI : the young labour ripening for the labour
market would flow into the industries which were increasing
their employment, and the decline of employment in other

industries would be met by the normal mortality of the

wutkers engaged in them, 01 by the slow transfer to other

related trades.

liut where industrial improvements are sudden, hregular,
iind incalculable, this natuial adjustment is not possible.
It is tins irregular action of machine-development which
bus proved so injurious to large bodies of labourers whose

employment is subjected to a sudden and large shrinkage.
From time to time great numbers of skilled workers find

the value of their personal skill cancelled, and are driven

cither to acquire a new skill or to compete in the unskilled

labour uuuket for a lower livelihood.

Whore by a ngoious system of protection a trade is

virtually rebtneted to the home market, these dislocations

acc larger, more frequent, and more injurious than where

freedom of commerce affords more elasticity of foieign

trade. This is a chief reason why, during recent waves of

general industrial depression moving over the industrial

world, the amount of unemployment has been gieater in

high-tariff nations, such ab France, Germany, and the United

States, than in Great liutain. 1

This irregularity in machine-development, involving large

lemporaiy displacements of labour at certain times, is of

course no inconsiderable factor in the problem of un-

1 Cf. Memnianclum on British and Foieign Trade, Cd. 2337

(Sucuml tiuiiiu, JJouid of Trade).
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employment, though subsidiary to the main cause as

defined in Chapter XT.

In an industrial society where the state of distribution of

income was such that every saving in the general ex-

penditure upon a particular commodity, due to improved
machinery or other economy, automatically stimulated an
increased expenditure upon other commodities, the brisk

condition of general trade thus generated would quickly
and easily absorb the labour displaced in the individual

trade in question. If British trade remained normally in

the condition of the year 1900 (as it might if the artificial

stimulus then temporarily operative were replaced by a

normal natural stimulus) no complaint of the infiucnrc

of machinery in diminishing employment would be
heard,

4. Under actual conditions of industry, however, the

disturbing influence of machine-economy upon regularity, as

distinct from volume, of employment is veiy considerable.

We have so little means of measuring the irregularity of

employment before the industrial revolution that it is not

possible to judge whether former leakages were as large as

those in recent times: the waste due to sudden new
methods of production was certainly Jess, but the limita-

tions of and interferences with markets may have caused a .

net amount of waste quite as injurious to trade.

When agriculture was relalively so much moie important
a branch of industry than now, and manufactures were
more dependent upon local supplies of raw materials,
climatic and other natural disturbances must have occa-

sioned great irregularity of employment.
Two points, however, arc raised by Professor Nir.hohem

which deserve consideration. He finds two laws or

tendencies which operate to reduce the disturbing in-

fluence of machinuiy. He holds (i) that a radical diangw
made in the methods of production will be gradually and
continuously adopted; (2) that these radical changes- ~

these discontinuous leaps tend to give place to advances

by small increments of invention, 1

History certainly shows that the fuller application of

great inventions has been slow, though Professor Nicholson

1
J. fc>, Nicholson, Affects oj MtLhnury on Wu$e&> p, 33,
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somewhat over-estimates the mobility of labour and its

ability to provide against impending changes, The story of

the introduction of the power-loom discloses terrible suffer-

ings among the hand-weavers of certain districts, in spite of

the gradual manner in which the change was effected. The
fact that along with the growth of the power-loom the

number of hand-looms was long maintained, is evidence of

the immobility of the hand-weavers, who kept up an irregular
and ill-paid work through ignorance and incapacity to adapt
themselves to changed circumstances.1 In most of the

cases where great distress has been caused, the directly

operative influence has not been introduction of machinery,
but sudden change of fashion. This was the case with the

crinoline-hoop makers of Yorkshire, the straw-plaiters of

Bedfordshire, Bucks, Herts, and Essex.3 The suddenly-
executed freaks of protective tariffs seem likely to be a
fruitful source of disturbance. So far as the displacement
has been due to new applications of machinery, it is no
doubt: generally correct to say that sufficient warning is

given to enable workers to check the further flow of labour

into such industries, and to divert it into other industries

which are growing in accordance with the new methods
of production, though much suffering is inflicted upon the

labour which is already specialised in the older method of

industry.

Moreover, the changes which are taking place in certain

machine industries favour the increasing adaptability of

labour. Many machine processes are either common to

many industries, or are so narrowly distinguished that a

fairly intelligent workman accustomed to one can soon

learn another. If it is true that "the general ability, which

is easily transferable from one trade to another, is every year

rising in importance relatively to that manual skill and
technical knowledge which are specialised in one branch of

industry/'* we have a progressive force which tends to

minimise the amount of unemployment due to new applica-
tions of specific machinery.

Professor Nicholson's second law is, however, more spccu-

1
Babbage, Economy ofAfanttfallurest p. 230.

8 Cf, Thorpld Rogers, IW/tical Economy (1809), pp. 78, 79-
8 Marshall, Priunples of Economics, p. 607; cf.

^Cunningham,
Uses

and Abuses of Money, p, 59. See, however, m/rti Chap. ix.
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lative and less reliable in its action. It bcems to imply bu

absolute limit to the number of great inventions. Radical

changes are no doubt generally followed by smaller incre-

ments of invention; but we can have no guarantee that

new radical changes quite as important as the earlier ones

may not occur in the future. There are no assignable limits

to the progress of mechanical invention, or lo the rate at

which that progress may be effected. If certain preliminary
difficulties in the general application of electricity as a

motor can be overcome, there is every reason to believe

that, with the improved means of rapidly coniuiuniratin;'

knowledge we possess, our factory system may be reoigauked
and labour displaced far moru rapidly than in the case of

steam, and at a rate which might greatly exceed the capar ity

of labour to adjust itself to the new inclustiial cundilitmb,

At any rate we are not at liberty to take for ^rantuil that

the mobility of labour must always kurp pare willi the

application of new and labour-disturbing invention!;, Siiue
we are not able to assume that the market will be extended

pan passit with the betterment in methods of production, it

is evident that improvements in machinery must be reckoned
as a normal cause of insecurity of employment. The lo,s:> of

employment may be only
"
temporal y," but as the life of a

working man is also ternpoiary, siiuh losw may as a diM.mli

ing factor in the working life have a considerable impoitantv,

5- 00 Whether machinery, apart from the dian^us Jut; to

its introduction, favours regularity or irregularity of employ
mant, is a question to which a tolerably definite answer ran
be given.

_

The structure of the individual factory, with its

ever-growing quantity of expensive machinery, would satin
at first sight to furnish a direct guarantee of regular employ*
ment, based upon the self-interest of the capitalist. Some
of the "sweating" trades of London are said to be main-
tained by the economy which can IK; t.'ffiMul by rmployirs
who use no expensive plant or machinery, and who JIM:

able readily lo increase or diminish the iiumlnT of tlwir

employees so as to keep pace with the demands of ttume
"season" trado, such as fur-pulling or artificial ilmvrrs,
When the employer has charge of <moniiuu,s quimtitii!!) uf
fixed capital, his individual interest is strongly in favour of
full and regular employment of labour. On this account,
then, machinery would seem to favour regularity of employ
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On the other hand, Professor Nicholson has ample:
evidence in support of Ins statement that

ie

great fluctua-

tions in puce occur in those commodities which require for

their production a large proportion of fixed capital. These
fluctuations in prices are accompanied by corresponding
fluctuations in wages and irregulaiity of employment."

1 In
a word, while it is the interest of each producer of

machine-made goods to give regular employment, some
wider industrial force compels him to irregularity. What
is this foice? It is uncontrolled machinery. In the

several units of machine-production, the individual fac-

tories or mills, we have admirable order and accuiate

adjustment of parts ;
in the aggregate of machine-production

we have no organisation, but a chaos of haphazard specula-
tion,

"
Industry has not yet adapted itself to the changes

in the environment produced by machinery." That is alt

Under a monetary system of commerce, though commo-
dities still exchange for commodities, it is an essential con-
dition of that exchange that those who possess purchasing
power shall be willing to use a sufficient proportion of it to

demand consumptive goods. Otherwise the production of

productive goods is stimulated unduly while the demand
for consumptive goods is checked, the condition which
the business man rightly regards as over-supply of the

material forms of capital, When production was slower,
markets 2

narrower, credit less developed, there was less

danger of this big miscalculation, and the corrective forces

uf industiy were more speedily effective. But modern
machinery has enormously expanded the size of markets,
the scale of competition, the complexity of demand, and

production is no longer for a small, local, present demand,
but for a large, world, future demand. Hence machinery is

the direct material cause of these great fluctuations which

bring, as their most evil consequence, irregularity of wages
and employment.

Bffciti ofMachinery on Wagns^ p. 66.

An inciease in the space-area uf a market may, however, in some
es make a trade' moic .steady, especially in the cas>e uf an article

of luxury subject to local flucUuilionb of fashion, etc. A n,un>w sill;

maiket fur England meant fluctuating employment and low bkill. An
open market gave improved skill and stability, for though bilk is still

the most unsteady of the textile industries, it is far less fluctuating than
was the case in die eighteenth century. (Cf, Furtcr, p 225 )
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How far docs this tend to right itself? Piofessor

Nicholson believes that time will compel a butter adjust-

ment between machinery and its environment.

"The enormous development of steam communication

and the spread of the telegraph over the whole globe have

caused modern industry to develop from a gigantic star-fish,

any of whose members might be destroyed without affecting
the rest, into a /uya $ov which is convulsed in agony by a

slight injury in one part A depression of trade is now
felt as keenly in America and even in our colonies as it is

here. Still, in the process of time, with the increase of

organisation and decrease of unsound speculation, this

extension of the market must lead to gi eater stability of

prices; but at piesent the disturbing forces often outweigh

altogether the supposed principal elements," 1

The organisation of capital under the pressure, of thesis

forces is doubtless proceeding, arid such organisation, when
it has proceeded far enough, will indisputably lead to ;i

decrease of unsound speculation. JJul the.sc steps in

organisation have been taken precisely in those industries

which employ large quantities of fixed capital, and the

admitted fact that severe fluctuations still take place in

these industries is proof that the steadying influences of

such organisation have not yet had lime to assert them-
selves to much purpose, The competition of larger and

larger masses of organised capital seems to induce heavier

speculation and larger fluctuations. Not until a whole

species of capital is organised into some form or dfgree of
" combination "

is the steadying influence of organisation
able to predominate.

6, But there is also another force which, in England at

any rate, under the increased application of machinery, makes
for an increase rather than a diminution of speculative

production. It has been seen that the proportion of

workers engaged in producing comforts and luxuries is

glowing, while the proportion of those producing the prime
necessaries of life is declining, How fur the operation of

the law of diminishing returns will allow this tendency to

proceed we cannot here discuss. But statistics show that

this, is the present tendency both in Kngland and in the
United States. Now the demand for comforts and luxuries

1
Of. t&t p, 117.
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is ebSv. Filially aicnc irregular and less amenable to com-
meicial calculation than the demand for necessaries. The

greatest economies of machine-production are found m
industries whore the demand is largest, steadiest, and most

calculable. Hence the effect of machinery is to drive ever

and ever larger numbeis of workers from the less to the

more unsteady employments. Moreover, there is a marked

tendency fur the demand for luxuries to become more
ii regular and less amenable tu calculation, and a corre-

sponding irregulanly is imposed upon the trades engaged
in producing tlu,ru. Twenty years ago it was possible for

Coventry ribbon-weavers tu "make to stock" during the

winter months, for though silk ribbons may always be

rlassed as a luxury, certain patterns commanded a toler-

ably steady sale year after year. Now the fluctuations of

fashion are much sharper and more frequent, and a far

larger proportion of the consumers of ribbons are affected

by fashion -diimges. Hence it has become more and more
difficult to forecast the maiket, Jess and less is made to

block, more and more to ordei, and orders are given at

shorter and shorter notice. Sn looms and weavers kept
idle during a large part of the year are diiven into feveied

activity of manufacture fur shurt irregular periods. The
same applies to many other season and fashion trades.

The irregularity of demand prevents these trades from

reaping the full advantages of the economies of machinery,
1 hough tl*e partial application of machinery and power
facilitates the execution of orders at short notice. Hence
Hie iiiLreaiied proportion of the community's income spent
on luxuries requires an men eased proportion of the labour

of the community to be expended in their production.
This signifies a drifting of labour from the more steady
forms of employment to those which are less steady and
whose unsteadiness is constantly increasing. A larger pro-

portion of town workers is constantly passing into trades

connected with preparing and preserving animal and vege-
table substances, to such industries as the hat and bonnet,

coufectioneiy, bookbinding, trades affected by weather, holi-

day and season trades, or those in which changes in taste

uud fashion arc largely operative.
Thus it appears there are three modes in which modern

capitalist methods of production cause temporaly unemploy-
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tnunt. (i) Continual inciemcnts of labour-saving machinery

displace a number of workers, compelling them to remain

wholly or partially unemployed, until they have "adjusted"
themselves to the new economic conditions. (2) Mis-

calculation and temporary over-production, to which
machine industries with a wide unstable market arc paiti-

cularly pi one, bring about periodic deep depiessions of

"trade," temporally throwing out of work large bodies of

skilled and unskilled labour. (3) Economies of machine-

pioduction in the staple industries drive an increasing

proportion of labour with trades which arc engaged in

supplying commodities, the demand for which is mon;

irregular, and m which theicfore the fluctuations in dLUiuNil

for labour must be greater.

Most economists, still deeply imbuud wUh a belief Jii the

admirable older and economy of "the play of economic

forces/
1

appear to regard all unemployment not assignable
to individual vice or incapacity as the naUual and neeessaiy
effect of the process of adjustment by which industrial pro-

gress is achieved, ignoring altogethei the two latter classes of

consideration. There is, however, reason to believe that in

an average year a far larger number of the "unemployed"
at any given time owe their unemployment to a tempoiary
depression of the trade in which they aie engaged, than to

the fluctuations brought about by oiganic changes in the

economic structure of the tiade,

The size and importance of the "
unemployment

n Uuu

primarily to trade depressions is very imperfectly appreci-
ated, The following statistics

1
set forth the fluctuations of

the last twenty years: a, in the general body oi skilled

trades; b t in a relatively unstable group of trades:
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When it is remembered that these figures apply only
to tin* well-organised trades unions, which, as a rule, com-

prise the best and most highly
- skilled workers in the

several trades, who an; less likely than others to be thrown
out in a "slack time,

7 '

that tho building and season trades

are not included in tho estimate, nnd that women's industries,

notoriously more irregular than men's, are altogether ignored,
it will be evident that these statistics very inadequately re-

present tho proportion of unemployment for the aggregate
of tint working classes nt the Kuveral periods. The Report
on Principal and Minor l\\\tik Ttadw deducts ro percent,
from the normal wa#:s to represent unemployment, though
the year iS'ij, to which tho figures refer, is spoken of as
41

fairly representative of a normnl year."
1

This injury inflicted uj>on the writes, working efficiency,

nnd (Character of the. working olafwjs by irroguhir employ-
ment is, however, very inarlequately represented by figures

indicating this avorn;>i- r >f "unemployment" during along
period. In tho first phuv, in snc-h an tKtim;it<* nu allow-

nnrrj i miidc fnr thr "j'.bnrt lime," often worked for

months together by huge, bodies of operatives. Secondly,
in measuring the evil of "unemployment,

11 we must look

rather to Jim nmimum than to tho mean condition. If a

man is liable to have his food supply cut off for a month at

a time, no estimate showing thai on the average lie has

more. Ilinn enough to eat anil drink will fairly represent the

danger to which he ii> exposed. If onn! in every ten years
we find that Home ro per n-nl. of tho skilled workers, and
a far larger jmr<:eni:iL'(

e of unskilled woiken;, ans out of

employment for months together, theso figures measure

the economic malady of "
unemployment," which is in

no sense compensated by the full or excessive labour of

pcsriods of belter trade.

8 7. Our reasoning from the nsrertained tendencies of

machine production points to tin: conclusion that, having

regard to thu two prime constituent!? in demand for labour,

tlw number of those employed, and tliu regularity of emplny-

misnt, marhinery docs not, under present conditions, gener-

ally favour an increased st<ady <U'man<l for labour. It tends

to drive an increased proportion of labour in three directions*.

(i) To tho invention, construct ion, and mahiMKinro of
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machinery to make machines, the labour of machine-

making being continually displaced by machines, and being
thus driven lo the production of machines more remote
from the machines directly engaged in producing con-

sumptive goods. The labour thus engaged must bo in an

ever-diminishing pioportion to a given quantity ol consump-
tion. Nothing but a great increase in the quantity of con-

sumption, or the opening of new varieties of consumption,
can maintain or increase the demand for labour in these

machine-making industries,

(z) To continual specialisation, subdivision, and refine-

ment in thii arts of distribution. The multiplication of

merchants, agents, retailers, which, in .spite of forres mak-

ing for centralisation m distributive \vurk, is so marked a

feature in the Knf;lish industry of the hint foity years, is

a natural result of the inlliu'nni of machinery, in sotting
free from "making" processes an increased proportion ol

labour,

(3) To the supply of new forms of wealth, which aro either

(a) wholly non^nnterial /.&, intellectual, artistic, or other

personal services; (//) partly non-rnaterial- *&, works of

art or skill, whose value consists chiefly in the embodiment
of individual taste or spontaneous enej^y, or (r) too

irregular or not sufficiently extended in demand to admit
the application of machinery. The learned professions, art,

science, and literature, and thojiti branches of labour etuvii'.e.'l

in producing luxuries and luxurious services furnish u run

stantly increasing employment, though the supply of labour

is fio notoriously in rxrc.ss of the demand in all .such

employments that a large pdrajntn^e of unemployment i

chronic.

So lon/f then :is a comnitinity j.',iows in numbers, .so long
as individuals desire lo s;i!i:i(y more fully their present wants
ami continue to develop new wants, formm;? a higher or

more intrifnite standard oi' eonsiunptit^n, there is no evi-

dence to justify the conclusion that machinery has the

eiiect of causing a net diminution in demand inr 1,'itionr,

though it tends to diminish tlie propoition of e.niploynient
in tlte ^nmnufiji^ur'ui:;*' indnstiirs; l)iit theie is strung tenson
to believe that it lends to make employment more, tm.'.t.iltje,

more prucaiious of tenure, and more ilurtuating in inatkrt

value.
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CHAPTER XIII.

MACHINERY AND TUB QUALITY OF LABOUR.

1. A7;///v of Lafantr which Mtichhiery supersedes,
2. Influence ofMaehim-mhilion itfan intensity of physical

8 3. Machinery and the kugth oj the working day.

S 4. 'J*he Education of Wot king with Machinery*

% 5. The levelling tendency of Machinery The subordination

of individual capacity in work.

i. In considering the influence of Machinery upon the

quality of labour/.*., skill, duration, intensity, intel-

lectuality, etc,, we have first to face two questions What
are the qualities in which machinery surpasses human
labour? What are the kinds of work in which machinery

displaces man ? Now, since the whole of industrial work

consists in moving matter, the advantage of machinery
must consist in the production and disposition of motive

power. The general economies of machinery were found

to be two 1
(i) The increased quantity of motive force

it can apply to industry; (2) greater exactitude in the

regular application of motive force (a) in time the exact

repetition of the same acts at regulated intervals, or greater

evenness in continuity, (t) in place exact repetition

of the same movements in space.
2 All the advantages

1 Cf. supra, chap. iii. g 2.
a Karl Marx ranks the chief economies of machinery under two

heads (i ) Machinery supersedes the skill of men working with tools.

"The machine, which is the stai ling-point of Ihe industrial revolution,

supersedes the workman, who ImntUcs a single tool, by a mechanism

operating with a number of similar tools, and set in motion by a

single motive power, whatc\er the form of that power may be," (a)
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imputed to machinery in the economy of human time, the
utilisation of waste mateiial, the display of concentrated
force or thfj delinaey r>f manipulation, are derivable from
these two gum ral onmomins. Ilenee it follows that wher-
ever the cflii-iency of labour power depends rhiefly upon the

output of muscular iorce in motive powf-r, or precision in

the regulation of muscular force, machinery will tend to

displace human labour. Assuming, therefore, that displaced
labour finds other employment, it will be transferred to work
whoie machinery has not the same advantage over human
labour that is to say, to work where the muscular strain or

the need for regulnrily of movement is less. At first sight
it will thus seem to follow that every displacement of labour

by machinery will hi ing an elevation in Ihe
quality

of labour,
that is, will inrnasri the proportion of labour in employ-
ments which tax: the muscles less and are less monotonous.
This is in the main the conclusion towards whirh Trofisssor

Marshall inclines. 1

So far as each several industry is concerned, it has been
shown that the introduction of machinery signifies a net
reduction of employment, unless the development of trade
is largely extended by the fall of priro duo to the diminu-
tion in expenses of production. It cannot b<j assumed as a
matter of course that the labour displaced by the introduc-
tion of automatic folders in printing will be. uinployitd in less

automatic work ronneotud with printing, It may be diverted

from muscular monotony in printing to the Jttss muscular

monotony of providing some new species of luxury, the

demand for which is not yet sufficiently large or regular to

justify the application of labour-saving machinery. Hut
even assuming that tin: whole or a large part of this dis-

placed labour is engaged in work which is proved to have
bee.n less muscular or li/ss automatic by tint furl that it is

not yet undri taken by machinery, it does not necessarily
follow that there is a, diminution in the nt'i

1

rebate of physical

energy given out, or in this total
"
monotony'

1

of labour*

Ktri'iij;lh of nut n,
" Turn-use' in tin* si/<? of

a UIM him', niiil in lint nitiiiln'r of ils wuil.in;* tfiuls, mils fur a more
m:iviivu niMwmsm d drive H; nnrl this nicrhiiaiMii rjw|uiri-s ( iti [tutor

to overcome its rcsi^tunw, n juii'Jiticr nnwinff j)i\vrr lluui Hint of man.
1 '

vr>l. ii. pfi. 370,
. 314,
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One direct result of the application of an increased pro-

portion of labour power to the kinds of work which are less

"muscular" and less
u automatic" in character will be a

tendency towards greater division of labour and more

specialisation in these employments. Now the economic

advantages of increased specialisation can only be obtained

by increased automatic action. Thus the routine or auto-

matic character, which constituted the monotony of the

woik in whirh machinery displaced these workers, will now
be imp.ii led to the higher grades of labour in which they
are employed, and these in tlicir turn will be advanced
towards a condition which will render them open to a new
invasion of machinery.

Since the number of productive processes falling under

machinery is thus continually increased, it will be seen that

we are not entitled to assume that every displacement
of

labour by machinery will increase the proportion of labour

engaged in lighter and more interesting forms of non-

mwhaniral labour,

2. Nor is it shown that the growth of machine produc-
tion tends to diminish the total physical strain upon the

worker, though it greatly lessens the output of purely mus-

cular activity. As regards those workers who pass from

ordinary manual -work to the tending of machinery, there

is a good deal of evidence to show that, in the typical

machine industries, their new work taxes their physical

vigour quite as severely as the old work. Professor Shield

Nicholson quotes the following sinking statement from the

Cotton FactMy Times; "
Jt is quite a common occurrence

to hear young men who are on the best side of thirty years

of age declare they :ire so worked up with the long mules,

coarse counts, quick speeds, and inferior material, that they
are fit for nothing at night, only going to bed and taking as

murli rest as circumstances will allow. There are few

people who \vill credit such statements ;
nevertheless they

are true, and can bo verified any day in the great majority

of the mills in the spinning districts."

Schulxci-CiacvcrniU shows that the tendency in modern

cotton-spinning and weaving, especially in England, has

been both to increase the number of spindles and looms

which an operative is railed upon to tend, and to increase

the speed of spinning. "A worker tends to-day more than

22
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twice or nearly three times as much machinery as his father

did; the number of machines in use has increased more
than five-fold since that time, while the workers have not

quite doubled their numbers/' 1 With regard to speed,
"since the beginning of the seventies the speed of the

spinning machines alone has increased about 13 per cent." 54

We are not, however, at liberty to infer from Schulzc-

Gaevernilz's statement regarding the increased number of

spindles
and looms an operative tends, that an intensifica-

tion of labour correspondent with this increase of machinery
has taken place, nor can the increased output per operative
be imputed chiefly to improved skill or energy of the

operative. Much of this labour-saving character of recent

improvements, especially in the carding, spinning, and inter*

mediate processes, has reduced to an automatic state work
which formerly taxed the energy of the operative, who has

thereby been enabled lo tend more machinery and to quicken
the speed without a net increase of working energy,

In the carding, slabbing, intermediate, roving, and spin-

ning machinery there is in every case an increase in the
amount of machinery tended. Hut carding machinery has
been revolutionised within the last few years ; the drawing
frame has been made to stop automatically whim there is u

fault, thus relieving the tender of a ceilain amount of .super-

vision; in the stubbing, intermediate, and roving frames
certain detailed improvements have

jxjttii effected, as is also

the case in the spinning mules and sizing machines.
To some extent the increased quantity of spindles, etc,,

and increased speed may be regarded as set off by relief

due to these improvements. Moreover, though there has
no doubt been some general speeding tip, any exact measure-
ment is hardly possible, for the speed of machinery is very
often regulated by the amount of work each process is made
to do; for example, if a roving frame makes a coarse

hank, the speed of the spindles clous not require lo be so

great as when the hank is finer; in that case the mule draws
out the sliver to a greater extent than when the roving is

finer, or, in other words, the mule in one case does tin: work
of the rnviujr frame lo a certain cxieiit,

The guni'ml opinion seems lo be that in the spinning

p. I ;.<>,
a
//>M, |*. 117,
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mills, roughly speaking, 75 per rvnt, of the increased out-

put per operative may i>ii imputed to improved machinery,

25 pi;r cent, to inuruiiKL'd intensity of labour in regard to

quantity of spindles or "speeding up."
In the waiving processes more specific measurement is

possible, though evi*n there mu<;h dqmnds upon the quality
of yarn that is used. Mere a reduction in the working day
is followed by an increase in speed without any labour-

saving improvements. Previous to the Factory legislation

of 1878, tlie spwd of looms was generally from 170 to 190

picks p<ir minute during the ten hours' (lay. 3n the course

of about two years after the reduction of hours (6 per cent.)

the general speed had become n;o to 200 picks, without

change in machinery or raw material, a growth which must
have proportionately increased the intensity of the work of

weaving. A deterioration in the quality of the raw material

used for producing cotton doth is also commonly assigned
as a fact involving more care on the part of the weaver,

and increased danger and disagreeability of work owing
to the heavy si/ing and steaming it has brought into

vogue. Jt is not easy to argue much respecting increased

intensity of labour from the increased average of looms

attended, for, as was recently admitted in evidence before

the labour Commission, everything depends upon the class

of looms and of goods they arc manufacturing.
"

It is quite
(is easy to drive five looms oFsomo classes as two of others." 1

Hut tlw prevnlcnce of the "driving" system, by which the

overlookers are paid n bonus uu thu product of the lurmis

tinder their charge, has admittedly induced, as it was

obviously dirsignwl to do, an increased intensity of labour.

Summing up llvs evidence, we are able to conclude that

the shortening of working hours and the improvements in

machinery has been attended by an incruusud t-flort per
unit of labour tiirn*. In tlu; words of an expert, "Urn

change to those actually rntfngud in practical wt)rk is to

Irflscn the amount of Iwinl nifiiiual work of one rlass, but

to increase their
responsibility, owing to Insing placed in

charge of more murhinery, and thnt of a more i'Xp(snsivi

kiml ;
wlule th<j Wfrk of tins mom lowly skilled will btj

intensified, owing to increased production, and that from

1 Kvidencc given by Mr. T llirtwistle.
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an inferior raw material. I mean that to the operative the

improvements in machinciy have been neutralised l>y the

inferior quality of raw material used, and I think it is fair

to assume that their work has been intensified at least in

proportion to the increase of spindles, etc."

The direct evidence drawn from this most highly-evolved
machine industry seems t:> justify the general opinion

expressed by Professor Nicholson, "It is clear that thn

use of machines, though apparently labour-saving, often

leads to an increase in the qitantity of labour^ negatively,

by not developing the mind, positively by doing harm to

the body*"
1

S 3- When any muscular or other physical effort is required
it is pretty evident that an increased duration or a greatur

continuity in the slighter effort may tax the body quite as

severely as the less frequent or constant application of a
much greater bodily force. There can bo no question Iwt

that in a competitive industrial society there exists a tend-

ency to compensate for any saving of hard muscular, or

other physical effort afforded by the intervention of

machinery in two ways: first, by "forcing the pare"
.&, compelling the worker to attend more machines or to

work more rapidly, thus increasing the strain, if not upon
the muscles, then upon the ULTVOH; swondly, by ('Xluntlinfj;

the hours of labour. A lighter form of labour .spread over

an increased period of time, or an increased number of

minor muscular exertions substituted for a smaller number
of heavier exertions within the same period of time, may
of course amount to an increased tax upon the vital energy.
It is not disputed that a general result of the factory system
has been to increase the average length of the working day,
if we take witter our survey the whole area of machine-

production in modern industrial communities. This is only
in part attributable to the Hi<:t that workers dim IKS induced to

sell the same daily output of phymral energy as before, while

in many cases a longer time is required for its expenditure,

*
Op. <*//*, p. 82. ItalilmgCft in layirm stress on one of the "advan

of machinery, makes an ingenuous admission of this
"
furring" power.

"One of the most singular advanta^cM w* <l<'riv<* from machinery is the

check it affords n^uni.t the innticnlinri, tlu* idleuiwi, or lh knavery of

human agents," (KwftMny of Afa<ktMry9 p. 39; nf, also Ure '

ofManufacture, p #> )
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Another influence of equal potency is the economy of

machinery effected by working longer hours. It is the
combined operation of these two forces that has lengthened
the average working day. Certain subsidiary influences,

however, also deserve notice, especially the introduction of

cheap illuminants, Before the cheap provision of gas, the

working lime was generally limited by daylight. Not until

the first decade of this century was gas introduced into

cotton-mills, and another generation elapsed before it

passed in general use in manufactories and retail shops.
1

Now a portion of nature's rest has been annexed to the

working clay. There are, of course, powerful social forces

making for a curtailment of the working day, and these

forces arc in many industries powerfully though indirectly
aided by machinery. Perhaps it would be right to say that

machinery develops two antagonistic tendencies as regards
the length of the working day, Its most direct economic
influence favours an extension of the working hours, for

machinery untircd, wasting power by idleness, favours con-

tinuous work. Hut when the growing pace and complexity
of highly-organised machinery taxes human energy with

increasing severity, and compresses an increased human
effort within a given time, a certain net advantage in limit-

ing the working day for an individual begins to emerge,
and it becomes increasingly advantageous to work the

machinery for shorter hours, or, where possible, to apply
"shifts

"
of workers.2

Hut in the present stage of machine-development the

economy of the .shorter working day is only obtainable in

a few trades and in a few countries; the general tendency is

still in this direction of an extended working day,
a The

full significance of this is not confined to the fact that

a larger proportion oi' the worker's time is consumed in

the {'rowing monotony of production. The curtailment of

bis time for consumption, and n consequent lessening of

the suhjurtivu value of his consumables, must be set off

against such increase in ivul wagus or pin aliasing power as

may have* count to him from llu? increased productive

power of machinery. The value of a shorter working day

* 1*01 UT, /'HftwxflfMr Ah//i"r, j 5(K*
*

('f, Kchul/c (ittcverniu,
j>, 115.

1 JKr it fuller Lri'iitmcnt < r this subject, hue the next chapter,
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consists not merely in the diminution of the burden of toil

it brings, but also in the fact that increased consumption
time enables the worker to get a fuller use of his purchased
consumables, and to enjoy various kinds of "free wealth"

from which he was precluded under a longer working day.
1

So far as machinery has converted handicraftsmen in the

manufacturing arts into machine-tenders, it is extremely
doubtful whether it has lessened the strain upon their

energies, though we should hesitate to give an explicit en-

dorsement to Mill's somewhat rhetorical verdict.
"
It is

questionable if all the mechanical inventions yet made have
lessened the day's toil of any human being." But when
rude forms of unskilled or low skilled muscular labour are

taken over by machinery the benefit to labourers is indis-

putable. Steam-diggers, coal-cutting machines, grain and
coal elevators, and the use of most agricultural machines

assuredly
"
lighten the day's toil," "As to the influence of

machinery on farm labour," writes an American expert,'-*

"all intelligent expert observation declares it beneficial.

It has relieved the labourer of much drudgery ; made his

work easier and his hours of service shorter
; stimulated his

mental faculties ; and made the labourer a more efficient

worker, a broader man, and a better citizen."

But while this holds true where machinery is made a
servant of labour, this condition is not yet applicable ti>

most factory trades. At any rate we have as yet no security
that machinery, owned by individuals who do not them-
selves tend it, shall not be used in such a way as to increase
the physical strain of those who do tend it.

" There is a

temptation," as Mr. Cunningham says, "to treat the machine
as the main element in production, and to make it the
measure of what a man ought to do, instead of regarding
the man as the first conskleiation, and the machine as the
instrument which helps him; the machine may be made
the primary consideration, and the man may be treated as a
mure slave who tends it," a

4. Now to come to the question of "monotony*" Is the
net tendency of machinery to make labour more monoton-
ous or less, to educate the worker or to brutalise him?

1
Cf. Patten, Tfa Theory of Dynamic Rwncmia, chap, xi,

2
J. K, Dodge, "American Farm Labour," in iV//. of //id,

(1901), vol. x. 7, p. in (quoted Quiulaucc, p. 74)1
3 Use and Abuse of Money^ p, ni.

C'tfW.
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Docs labour become more intellectual under the machine?
Professor Marshall, who has thoughtfully discussed this

question, inclines in favour of machinery.' It takes away
manual skill, but it substitutes higher or more intellectual

forms of skill.
1 " The more delicate the machine's power

the greater is the judgment and carefulness which is called

for from those who see after it."
2 Since machinery is daily

becoming more and more delicate, it would follow that the

lending of machinery would become more and more
intellectual, The judgment of Mr. Cooke Taylor, in the

conclusion of his admirable work, The Modern Factory

System, is the same, "If man were merely an intellectual

animal, even only a moral and intellectual one, it could

.scarcely be denied, it seems to us, that the results of the

factory system have been thus far elevating."
3 Mr. Taylor

indeed admits of the operative population that "they have

deteriorated artistically; but art is a matter of
faculty,^

of

perception, of aptitude, rather than of intellect.'
1 This

hlrange severance of Art from Intellect and Morals,

cfipudally when we bear in mind that Life itself is the finest

and most valuable of Arts, will scarcely commend itself to

dcvpur students of economic movements. The fuller signifi-

cance of this admission will appear when the widest aspect

ul the subject is discussed in our final chapter.

The question of the net intellectual effects of machinery

is not one which admits of positive answer. It would be

open to one to admit with Mr. Taylor that the operatives

\v:re growing more intellectual, and that their contact with

machinery exercises certain educative influences, but to

ck-ny that the direct results of machinery upon the workers

were (avoidable to a wide cultivation of intellectual powers,

as compared with various forms of freer and less specialised

manual labour. The intellectualisation of the town opera-

tives (assuming the process to be taking place) may be

attributable to the thousand and one other influences of

town life rather than to machinery, w^,
1^11^-"n

as the modern industrial centre is itself the creation of

It is not, I think, possible at present to offer
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any clear or dufiuile judgment. ttul the following di.s-

tinctions seem to have some weight in forming our opinion.
The growth of machinery has acti'd ns an enormous

stimulus to the study of natural laws, A lar#?r ami lai^r

proportion of human effort is absorbed in pioojisus oi in-

vention, in the manipulation of commerce on an incrt'itum;

scale of magnitude and rnmplexily, and in swh innna;><>

ment of machinery and men as require
1

* and udiUMtos hi^h
intellectual faculties of observation, judgment, and spwul.i-
live imagination. Of that portion of workers who may he

said, within limits, to control machinery, there could he no

question that the total effect of machinery has been highly
educative.

The growing size, power, spued, complexity of machinery,
undoubtedly makes thu woik of this rte of workers "inoie
intellectual." Soma measure of in* :n* rjdnfialivu infliuimvs

even extends to the "hand" who lend* womt; mimii<;

portion af the machinery, uo far as llv.i proper p'trformaih t

of his tusk requires him to understand other pmiv.v,rs ihiui

those to which his labour is directly ami uxdusivt'Iy :ipjiliil.

So likewise consideration must bo taken of tin; skilled

work of making and repairing maclumny. TIu* t'ii)mi'ri >'

shop and other workshops are becoming v!ry yt'ar a uion:

and more important farlor in this i<jnipuu:iil <j| u faritn-y or

mill, Itul though "I>n-akdi\vn!'' arn c'^'ntiaily cn'.ttir ,tnd

must always afford scope for inj'^nnity in thru ivp,m ^vi-n

iu the cngiiUH-rs' shop then; i:; tin; saute tcmlrnry l(r

machinery to undertake all work <if n-p'tir which r;m bo

brought under routine. So this skilltnl work in making
and repairing machinery is continually bring n:iluc;d to a

minimum, and cannot be n^anlwl, as Profatsor Nifholsnit
is disposed to n^anl it, as a f.irtor of growing iniporl
ance in cunncciion with in.u bimt piodurtion. Tim nion*

machinery is used, this mou* !l k il!<;(l woib oi' in.ikin
',
and

repairinjj; will be nsquinwl, it nii^Jit .srvtn. lut tlur Mjmliiy
with which inachSmtiy in invadin-; Ur!.i* vt-ry hiui'linns Hints
the suile in the opposite clirrflion, at any r.ti** so far -ts the

making of machinery is ronmnrd, St^ti.stifs i r!.iiitij; to tlu;

number of those cn^od in making tnar-hiiit-ry and iimls
show that the proportion thity b-ur i(* thr- whole wuikutg
population is an inrroasin^ onr

; but thr- mtr? ot tbis IIK rrasc
is by no mean* i>ropirlion;il: to tbir r,(' *>f inrrtMV,; in tins

use of machinery. Moreover, nn inrr<MS"d projifittinn of

machinery production is for uxport tudu, *u iliai u
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quantity of the labour employed in those industries is not

required to sustain the supply of machinery used in English
work. In repairs of machinery, the economy effected by
the system of interchangeable parts is one of growing
magnitude, and tends likewise to minimise the skilled

labour of repair.
1

Finally, it should be borne in mind that in several large
industries where machinery fills a prominent place, the bulk
of the labour is not directly governed by the machine.
This fact has already received attention in relation to railway
workers. The character of the machine certainly impresses
itself upon these in different degrees, but in most cases

there is a large amount of detailed freedom of action and

scope for individual skill and activity.

Though the quality of intelligence and skill applied to

the invention, application, and management of machinery
is constantly increasing, practical authorities are almost
unanimous in admitting that the proportion which this

skilled work bears to the aggregate of labour in machine

industry is constantly diminishing. Now, setting on one
side this small proportion of intelligent labour, what are

we to say of the labour of him who, under the minute
subdivision enforced by machinery, is obliged to spend
his working life in tending some small portion of a single

machine, the whole result of which is continually to push
some single commodity a single step along the journey
from raw material to consumptive goods?
The factory is organised with military precision, the

individual's woik is definitely fixed for him ;
he has nothing

to say as to the plan of his work or its final completion
or its ultimate use. "The constant employment on one

sixty-fourth part of a shoe not only offers no encouragement
to mental activity, but dulls by its monotony the brains of

the employee to such an extent that the power to think and
reason is almost lost."*

The work of a machine-tender, it is urged, calls for

"judgment and carefulness." So did his manual labour

before the machine took it over. His "judgment and
carefulness" are now confined within narrower limits

1 Of. Mnishull, riintipfa of Economics^ vol. i p. 315,
*

1). A, Wells*, Contemporary Review, t&ty, p. 392.
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than before. The responsibility of the worker is greater,

precisely because his work is narrowed down so as to be

related to and dependent on a number of other operatives

in other parts of the same machine with whom he has

no direct personal concern. vSuch realised responsibility

is an element in education, moral and intellectual
^

But

this gain is the direct result of the minute subdivision,

and must therefore be regarded as purchased by a narrow-

ing of interest and a growing monotony of work. It is

questionable whether the vast majority of machine workers

get any considerable education, from the fact that this

machine in conjunction with which they work represents
a huge embodiment of the delicate skill and invention of

many thousands of active minds, though some value may
be attached to the contention that "the mere exhibition

of the skill displayed and the magnitude of the operations

performed in factories can scarcely fail of some cidura-

tional effect."
1 The absence of any true apprenticeship in

modern factories prevents the detailed worker from under-

standing the method and true bearing even of those pro-
cesses which are closely linked to that in which he i.s

engaged. The ordinary machine-tender, save in a vury few

instances, e& 9 watchmaking, has no general understn tiding
of the work of a whole department. Pn-stmt conditions

do not enable the "tender" to get out of uKirhiwry tint

educational influence he miylit jel. J'lofrssor Nicholson

expresses himself dubiously upon the udurjitional value of the*

machine. "
Machinery of itself does not tend to develop

the mind as the sea and mountains do, but still it dot's not

necessarily involve deterioration of general mental ability/
1 *

Dr. Arlidge expresses a more decided opinion.
"
Generally

speaking, it may be asscitud of uwdiinery that it calls

for little or no brain exertion on the part of those con-

nected with its operations; it arouses no interest, awl
has nothing in it to quicken or bright i*n the intelligence

1

,

though it may sharpen the sight and stimulate muscular

activity in some one limited direction," 1*

The work of machine-tending is never of course abso-

*
Taylor, Motkrti Factory fys/ftrt, p. 435.

a Cf. the comparison of ctuulilions oft'uwn ami country l.tlmur in

Adam Smith's Wealth ofM*ihns> Ilk,
I.,c:lifl]>. x., juut 2*

8 Diseases of Qt,ctopatiws> pp, 25, 26.
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lutely automatic or without spontaneity and skill. To a

certain limited extent the "tender" of machinery rules

as well as serves the machine
;
in seeing that his portion

of the machine works in accurate adjustment to the rest,

the qualities of care, judgment, and responsibility are

evolved. For a customary skill of wrist and eye which

speedily hardens into an instinct, is often substituted a series

of adjustments requiring accurate quantitative measurement
and conscious reference to exact standards. In such in-

dustries as those of watchmaking the factory worker, though

upon the aveiage his work requires less manual dexterity

than the handworker in the older method, may get more
intellectual exercise in the course of his work. But though
economists have paid much attention to this industry, in

considering the character of machine-tending it is not an

average example for a comparison of machine labour and
hand labour; for the extreme delicacy of many of the

operations even under machinery, the responsibility at-

taching to the manipulation of expensive material, and the

minute adjustment of the numerous small parts, enable the

worker m a watch factory to get more interest and more
mental training out of his work than falls to the ordinary

worker in a textile or metal factory. Wherever the material

is of a very delicate nature and the processes involve some
close study of the individual qualities of each piece ^of

material, as is the case with the more valuable metals, with

some forms of pottery, with silk or lace, elements of thought
and skill survive and may be even fostered under machine

industry. A greiit part of modern inventiveness, however,

is engaged in devising automatic checks and indicators for

the sake of dispensing wiLh detailed human skill and reduc-

ing the spontaneous or thoughtful elements of tending

machinery to a minimum. When this minimum is reached

the highly -paid skilled workman gives place to the low-skilled

woman or child, and eventually
the process passes over

entirely into the hands of machinery. So long, ho\yever,
as human labour continues to co-operate with machinery,

rcrtain elements of thought and .spontaneity adhere to it.

These must be taken into account in any estimate of the

nut educative influence of machinery. But though these

mental qualities must not be overlooked, exaggerated

importance should not be* attached to them. The lay-
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man is often apt to esteem too highly the nature of

skilled specialist work. A locomotive superintendent of

a railway was recently questioned as to the quality of

engine-driving.
" After twenty years' expei ience he declared

emphatically that the very best engine-drivers were those

who were most mechanical and unintelligent in their work,
who cared least about the internal mechanism of the

engine,"
1 Yet engine-driving is far less mechanical and

monotonous than ordinary lending of machinery.
So far as the man follows the machine and has his work

determined for him by mechanical necessity, the educative

pressure of the latter force must be predominant, Machinery,
like everything else, can only teach what it practises. Ih der,

exactitude, persistence, conformity to unbending law, thifse

are the lessons which must emanate from the nuirhiuc.

They have an important place as elements in the formation
of intellectual and moral character. But of themselves

they contribute a one-sided and very imperfect education.

Machinery can exactly reproduce; it can, therefore, tea<:h

the lesson of exact reproduction, an education of quanti-
tative measurements/- The defect of machinery, from the

educative point of view, is its absolute conservatism, The
law of machinery is a law of statical order, that everything
conforms to a pattern, that piesent actions precisely luscmhlis

past and future actions. Now the law of human life is

dynamic, requiring order not as valuable in itself, Imt as the
condition of progress* The law of human life is that no
experience, no thought or feeling is an exact copy of any
other. Therefore, if you confine a man to expending his

energy in trying to conform exactly to the movements of a

machine, you teach him to abrogate the very principle of
life. Variety is of the essence of life, and machinery is the

enemy of variety. This is no argument against the educa-
tive uses of machinery, but only against the exaggeration of
these

uses.^
If a wpikman expend a reasonable portion of

his energy in following the movuim'nlH of a machine, he may
gain a considerable educational value; but he must also
have both time and entirgy left to cultivate the spontaneous
and progressive arts of life.

5. It is often urged that the tcnduiu y of machinery is not

1 T/M S&tial Horizon
> p. 22,

a Cf. Vcblun, The T/icviy t>f /hwnus linttrfiiw, pp.
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merely to rtn<lrr monotonous the activity of the individual

worker, but tu rnluu? the individual differences in workers.

This critidhin fmls expression in thu saying: "All men are

oqutil before tin: ni;i<:hinc." So far as machinery actually
shift * upon natural forces work which otherwise would tax

the nmsculiir
en'T^y,

it undoubtedly tends to put upon a

k'vd workers of different muscular capacity, Moreover, by
tttkin;; uvrr woik which rtKiuires great precision of move-

ment, thitie is a senso in whidi it is true that machinery
tends to ruriticL' the workers to a common level of skill, or

"Whenever a process requires j)eculiar dexterity and
steadiness of hand, it is withdrawn as soon as possible
from the cunning workman, who is prone to irregularities

of many kinds, and it is placed in charge of a peculiar

mechanism, so self-regulating that a child can superin-
tend it."

1

That this is not true of the most highly-skilled or quali-

tative work must be conceded, but it applies with great force

to the bulk of lower skilled labour. By the aid of machinery
-- ;>,, of the condensed embodiment of the

inventor's^skill,
the clumsy or weak worker is rendered capable of assisting

the nicest movements on a closer equality with the more

skilled worker. Of course piece-work, as practised in textile

and hardware industries, shows that the most complete

machinery has not nearly abolished the individual differ-

ences between one worker and another. But assuming that

the difference in recorded jncce wages accurately represents

difference in skill or capacity of work which is not quite

the case it seems evident that there is less variation in

capacity among machine-workers than among workers

engaged in employments whore the work is more muscular,

or is conducted by human skill with simpler implements.
The difference in productive capacity between an English
and a Hindoo navvy is considerably greater than the differ-

ence between n Lancashire mill operative and an operative
in an equally well-equipped and organised Bombay mill

But this is by no means all that is signified by the

"equality of workers before the machine." It is the

adaptability of the machine to the weaker muscles and

1
Ure, Fhilosvfhy ofManufactures, chap, i, p. 19.
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intelligence of women and children that is perhaps the,

most important factor. The machine in its development
tends to give less and less prominence to muscle and high
individual skill in the mass of workers, more and more to

certain qualities of body and mind which not only differ less

widely in different men, but in which women and children

are more nearly on a level with men. It is of course
true that considerable differences of individual skill and
effort survive in the typical machine industry, "Machine-

weaving, for instance, simple as it seems, is divided into

higher and lower grades, and most of those who work in

the lower grades have not the stuff in them that is required
for weaving with several colours." 1 But the general effect

of machinery is to lessen rather than to increase individual

differences of efficiency. The tendency of machine industry
to displace male by female labour is placed beyond all

question by the statistics of occupations in England, which
show since 1861 a regular and considerable rise in tin*

proportion of women to men workers in most branches of
manufacture where machinery is most fully applied.

8
I-i'jjal

restrictions, and in the more civilised communities, the

growth of a healthy public opinion, prevent the economic:
force from being operative to the same degrcij so far an

children are concerned,

Those very qualities of narrowly restricted rare nnd

judgment, detailed attention, regularity and palitniiv,
which we see to be characteristic of machine work, arc
common human qualities in the sense that they are
within the capacity of all, and that even in the degree of
their development and practice there is less difference
between the highly-trained adult mechanic and the raw
"half-timer" than in the development and practice of
such powers as machinery has superseded. It must he
recognised that machinery does exercise a certain <iquak
ising influence by assigning a larger ami larger relative;

importance to those faculties which are specific as com-
pared with those which are individual,''

"
( ionrral ability"

is coming to play a more important part in industry than
specialised ability,

< and though considerable diffi
'

1
Maishall, 7Ww//V,F tfJtwMtmfn, p, '.'65.

J*

Cf. General Rtf&rt of Gtnsui far /</)/, p. Si,
!t

Marshall, /*;/;/.
-

*
Cf. Mnishnll, i>,

2
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may exist in the "
general ability

"

^

of individuals, the

diffriencKS will be smaller than in specialised abilities.1

The ntit influence of machinery upon the quality of

labour, then, is found to differ widely according to the

relation which subsists between the worker and the

machine. Its educative influence, intellectual and moral,

upon those concerned with the invention, management, and
direction of machine industry, and upon all whose work is

about machinery, but who are not detailed machine-tenders,

U of a distinctly elevating character. Its effect, however,

upon machine-tenders in cases where, by the duration of

the working day or the intensity of the physical effort, it

exhausts the productive energy of the worker, is to depress

vitality and lower him in the scale of humanity by an

excessive habit of conformity to the automatic movements

of a non-human motor. This human injury is not ade-

quately compensated by the education in routine and regu-

larity which it confers, or by the slight understanding^
of

the large co-operative purposes and methods of machine

industry which his position enables him to acquire.

1 Cf, Marshall, Principles of Economics, p. 265.
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CHAPTER XIV.

THE ECONOMY OF HIGH WAGES.

i. The Economy ofLow Wages.
2, Modifications of tJie Early Doctrim Lord Brasses

Evidencefrom Heavy Manual Work.

3- Wages, Hours) and Product in Machine-industry.
4, A General Application of the Economy of Jltgh Wages

and Short Hours inadmissible.

5, Mutual Determination of Conditions of Employment
and Productivity.

6. Compressibility ofLabour and Intensification of fiffwL
\ 7. Effective Consumption dependent tipon Spare Energy of

the Worker.
8. Growth ofMachinery in relation to Standardof Comfort,

g 9, Economy ofHigh Wages dependent upon Cwmtmplion*

i. The theory of a "natural" rate of wages fixed at the
bare subsistence-point which was first clearly formulated in
the writings of Quesnay and the so-called '*

physiocratic
w

school was little more than a rough generalisation of the
facts of labour in France. But these facts, summed up in
the phrase,

"
II ne gagne que sa vie," and elevated to the

position of a natural law, implied the general belief that a

higher rate of wage would not result in a correspondent
increase of the product of labour, that it would not pay
an employer to give wages above the point of bare susten-
ance and reproduction. This dogma of tho economy of

cheap labour, taught in a slightly modified form by many
of the leading English economists of the first half of the
nineteenth century, has dominated the thought and in-

directly influenced the practice of the business world. It

is true that Adam Smith in a well-known passage had given



THE EVOLUTION OF MODERN CAPITALISM, 353

powerful utterance to a different view of the relation

bUwei'n work and wages :

" The liberal reward of labour
as it i/ncouraijes the propagation so it encourages the

industry of the common people. The wages of labour are

the encouragement of industry, which, like every other

human quality, improves in proportion to the encourage-
ment it receives."1 But the teaching of Ricardo, and the

writers who most closely followed him in his conception of

the industrial system, loaned heavily in favour of low wages
'*

js the sound basis of industrial progress.
The doctrine of the economy of low wages in England

ac&kpely needed the formal support of the scientific econo-

mist.\ It was already strongly implanted in the mind of the

eighteenth century "business man," who moralised upon
the excesses resulting from high wages much in the tone of

the business man of to-day. It would be scarcely possible
to parody the following line of reflection :

"Tins poor in the manufacturing counties
will^

never work any
more time in j(L

inrinil than is nrcnssary jusl to live and support
their weekly debauchm?. Uprm the whole we may fairly aver
tluti a reduction of wai;fN in the woollun manufactures would be
a national hissing and advanta^fe and no real injuiy to the

poor. Ity tliiii mums \v might keep our trade, uphold, our

mils, nd ri'i'orm the people into the bargain." (Smith's Memoirs
wi JF/W, vol. ii, p. 30?!.)

Compare with this Arthur Young's frequent suggestion that

nmtw should lie r.iisi:d in order to improve farming.
8 So

Dr. Un, half a crnlury later, notwithstanding that his main

argument is for thu "
economy of high wages," both on the

ground that it cvokuK tlu* bust quality of work and because

ii keq>s the, workman contented, is unable to avoid flatly

rontradHing himself as follows :

"Hij;h wagtiK, inslcKul of leading to thankfulness of temper
and imi>rovL!inunt of mind, Iwivc, in too many cases, cherished

lrid and suppliful funds for supporting refractory spirits in

strikes wantonly inflicted upon one set of mill-owncrs after

another throughout the scvisml <listriris of Lancashire for the

purpose ofdegrading thoin into a state ofservitude." (Philosophy

p 366.)

* Q. Mtrtforn Tutr, v(l. ii. p.
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So again (p. 298): "In fact, it was their high wages
which enabled them to maintain a stipendary committee in

affluence, and to pamper themselves into nervous ailments

by a diet too rich and exciting for their indoor occupation."
The experiments of Robert Owen in raising wages and

shortening hours in his New Lanark mills failed utterly
to convince his fellow-manufacturers that a high standard of

comfort among the workers would bring a correspondent
rise in working efficiency.

The history of the early factory system, under whicl

rapid fortunes were built out of the excessive toil c

children and low-skilled adult workers paid at rates which

were, in many instances, far below true "subsistence wages,"
furnished to the commercial mind a convincing argument
in favour of "cheap labour,

71 and set political eronomy for

half a century at war with the rising sentiments of humanity.
1

Even now, the fear frequently expressed in the New World

regarding the "
competition of cheap labour ;>

attests a

strong survival of this theory, which held it to be thrj

first principle of "good business" to pay as low wages
as possible.

2. The trend of more recent thought has been in the

1 It is true that out-and-out defenders of this fuctoiies against early

legislation sometimes had the audacity lo assert the "
economy of liijjh

wages," and to maintain that it governed the practice of early mill-

owners. So Ure,
" The main reason why they (f.e. wages) are so hi^h

is, that they form a small part of the value of the manufactured article,

so that if reduced too low by a sordid master, they would render bin

operatives lees careful, and thereby injure the quality of their work
more than could be compensated by his saving in wage*. The Iii9

proportion wages bear to the value of the Roods, the higher, generally

speaking, is the recompense of labour. The prudent master of a fine

spinning-mill is most reluctant to tamper with the earnings of hi*

spinners, and never consents to reduce them till absolutely forced in it

by a want nf remuneration for the capital and sic ill embarked in his

business" (Philosophy of'Manufacture, p. 330) , This does not, however,
prevent Dr. Ure from

pointing
out a little later the grave danger into

which trade-union endeavours to raise wngcs drive a trade subject to

the competition of "the more frugal and docile labour of Ihe Continent
and United States

"
(p, 363). Nor do Dr. Urc's statements regarding

the high wages paid in cotton-mills, which he places at three times the

agricultural wages, tally with the statistics given in th appendix of hi*

own book (cf, p. 5x5). Male spinners alonu received the "
high wa^en

"

he names, and out of them had to pay for the labour of the assistants

whom they hired to help them.
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direction of a progressive modification of the doctrine of

the "economy of low wages." The common maxim that
"

if you want a thing well done you must expect to pay for

it
w
implies some general belief in a certain correspondence

of work and wages. The clearer formulation of this idea

has been in large measure the work of economic thinkers

who have set themselves to the close study of comparative
statistics. The work in ^hich Mr. Brassey, the great rail-

way contractor, was engaged gave him an opportunity of

making accurate comparison of the woik and wages of

workmen of various nationalities, and his son, Lord

Urossey, collected and published a number of facts bearing

upon the subject which, as regards certain kinds of work,
established a new relation between work and wages. He
found that

English navvies employed upon the Grand
Trunk Railway in Canada, and receiving from 5$. to 6s, a

day, did a greater amount of work for the money than
French-Canadians paid at 33, 6d. a day; that it was more

profitable to employ Englishmen at 35, to $s. 6(L upon
making Irish railways than Irishmen at is. 6d. to is. 8d.

;

that
" in India, although the cost of dark labour ranges

from 4jd. to 6d. a day, mile for mile the cost of railway
work is about the same as in England ;

"
that in quarry

work, "in which Frenchmen, Irishmen, and Englishmen
were employed side by side, the Frenchman received three,
the Irishman four, and the Englishman six francs a day.
At those different rates the Englishman was found to be the
most advantageous workman of the three/' Extending his

inquiries to the building trades, to mining, and to various

departments of manufactures, he found a general consensus

of opinion among employers and other men of practical

experience making for a similar conclusion. In France,

Germany, and Belgium, where wages and the standard of

living were considerably lower than in England, the cost of

turning out a given product was not less, but greater. In
the United States and in a few trades of Holland, where the

standard of comfort was as high or higher than in the

corresponding English industries, more or better work was
done. In short, the efficiency of labour was found to vary
with tolerable accuracy in accordance with the standard of

comfort or real wages.
In his introduction to his work on Foreign Work and
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Withes, Lord firasse-y give
5
? countenance in a

theory of wuges which lias frequently bee-n attributed to

him, and has sometimes been accepted as u final statement
of the relation of work and wiifys vis,, that " tho <:ost of

work, as distinguished from the daily wagu of the labourer,
was approximately the same in all countries." In other

words, it is held that, for a given class of work, there is a
fixed and uniform relation between wages and efficiency of

labour for different lands and different races.

Now, to the acceptance of this judgment, considered as

a foundation of a theory of comparative wages, there are

certain obvious objections. In the first place, in the state-

ment of most of the cases whiHi tire addured in suppoit the

theory reference is made exrlusivdy to money wa.'-eji, no
account being takun of diifcicn<:<.\s of pnrrh;i,s:n;

r

t power
in different countries. In order to ei.tiililisli any' i, iiiun.il

basis, the relation must be between renl \\a;-< s or .'.UuuLinl

of living and efficiency. Now, though it imiM he ,'rrliuitlefl

as inherently probable that some definite relation .should

subsist between wages and work, or, in other words, Itehvecii

the standard of consumption and the st;m<l,ml of |to<(ur-

tion, it is not rf /;v/vv reasonable to expert this irl.iiimi

should be uniform as between two sin h rounhie- a-;

ICngland and India, so that it should be ;i m.ilhr cf

economic indifference whether a pirn; of work is dour ly
cheap and relatively inefficient Indian labour or by ex-

pensive and efficient Knglish labour. Such a supposition
could only stand upon one of two assumptions.
The first assumption would be that of a direct arithme.*

tical progression in the relation of wage and work fctirh an

would require every difference in quantity of food, etc,,

consumed by labourers to bo reflected in an exactly rortr-

spondent difference of output of productive energy an

assumption which nei:d no refutation, for no one would
maintain that the standard of comfort furnished by wages
is the sole determinant of efficiency, and that race, climate,
and social environment play no part in economic production*
The alternative assumption would In: that of an absolute

fluidity of capital and labour, whie.h should reduce to a
uniform level throughout the would the ne.t industrial ml
vantages, so that everywhere then; \v;is an exutt <jmmtii;i*
live relation between work and wage, productioM, ;m<t
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i. Though what is callud a
"
tendency'

1

to

MH'h uinlouuily may bt; admitted, no one acquainted with
fnets will bL* so rash as to maintain that this uniformity is

even approximately reached.

,S 3. There is, then, no reason to suppose that wages, either

nominal or real, bear any exact, or even a closely approxi-
mate, trillion to the output of efficient work, quantity and

quality being both t:iken into consideration. IJut, in truth,
the evi'Jtmetj afforded by Lotd ItiasKey does not justify a
serious iiivcstigiilion of this theory of indifference or equiva-
lence ol work and writes. For, m the great majority of

instances which ho addiu.vs, the advantage is clearly shown
to rest with the labour which is most highly remunerated.
The Hieuiy suggested by his evidence is, in fact, a general
thcoiy nl

u the economy of high wages."
This theory, which has been advancing by rapid strides in

rerenl years, and Is now supported by a Rrcat quantity of

f.'arduily-collitr'tixl evidence, requiie.s more uerious consider-

ation. The evidence of Lord Urassuy was chiefly, though
by no menus wholly, derived from branches of industry
\\heiv muscular .strength was an important element, as in

load-nuking railway-making, and mining; or from the

building trades where machinery does not play a chief part
iti directing the pace and character of productive effort It

would not be unreasonable to expect that the quantitative
i elation between work and wages might be closer in hulas-

; when; freely expended muscular labour played a more

part tlum in industries whcic machinery was a

$ factor, ;md v,h:n: most of thi work consisted in

lending madiinriy. It mi^lit well be the ease that it would

piiy to pHividi! a high standard of physical consumption to

nttvvits, but tlmt it would not pay to the same extent to

give high wages to fartury operatives, or oven to otln-r

elasseji of workers Ies suhjecit to the strain of heavy
muscular work.

In so far as the tendency of modern production is to

relieve man more and more of this rough muscular work, it

mi;>ht happen tljuit the true economy favoured high wages
only in thouu kinds uf work which were tending to occupy
u subordinate plaro in

tjus industry of the future. The
earlier Cirls, which assoeiatcid high wages with high pro-

ductivity, low wages with low productivity, in textile
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factories and ironworks, were of a fragmentary character,

and, considered as evidence of a causal connection between

high wages and high productivity, were vitiated by the wide
differences in the development of machinery and industrial

method in the cases compared. In recent years the

labours of many trained economists, some of them with

close practical knowledge of the industrial arts, have
collected and tabulated a vast amount of evidence upon
the subject. A large number of American economists,

among them General F. A. Walker, Mr, Gunton, Mr,

Schoenhof, Mr, Gould, Mr, K Atkinson, have made close

researches into the relation between work and wages in

America and in the chief industrial countries of Europe.
A too patent advocacy of tariff reform or a shorter

working day has in some cases prevented the statistics

collected from receiving adequate attention, but there

is no reason to doubt the substantial accuracy of the

research.

The most carefully-conducted investigation has been
that of Professor Schulze-Gaevernitz, who, basing his argu-
ments' upon a close study of the cotton industry, has

related his conclusion most clearly to the evolution of

modern machine-production. The earlier evidence merely
established the fact of a co-existence between high wages
and good work, low wages and bad work, without attempt-

ing scientifically to explain the connection. Dr. Schulze-

Gaevernitz, by his analysis of cotton spinning and weaving,

successfully formulates the observed relations between

wages and product. He compares not only the present
condition of the cotton industry in England and in

Germany and other continental countries, but the condi-

tions of work and wages in the English cotton industry at

various times during the last seventy years, thus correcting

any personal equation of national life which might to somu
extent vitiate conclusions based only upon international

comparison. This double method of comparison yields
certain definite results, which Dr. Schulxc-Gacvcrnitz sums

up in the following words: "Where the cost of labour

(*'& piece wages) is lowest the conditions of labour are

most favourable, the working day is shortest, and tho

weekly wages of the operatives arts highest" (p. 133). The
evolution of improved spinning and weaving machinery in
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England is found to be attended by a continuous increase in

the product for each worker, a fall in piece wages reflected

in prices of foods, a shortening of the hours of labour, and
a rise in weekly wages. The following tables, compiled by
Dr. Schulze-Gaevernitz, give an accurate statement of the

relations of the different movements, taking the spinning
and weaving industries as wholes in England :

SPINNING.

WEAVING.

the advance of recent

from lh. sums named m

th
* Acnmnt mast be Uton of the dc^sed condition of hand-loom

weavers, who had nut yet
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The same holds good of the growth of the cotton-weaving

industry in America, as the following table shows :

Of Germany and Switzerland the same holds. Every im-

provement of machinery increasing the number of spindles
or looms a worker can tend, or increasing the pace of the

machinery and thus enlarging the output per worker, is

attended by a higher weekly wage, and in general by a

shortening of the hours of labour.

A detailed comparison of England, the United Status, and
the Continent, as regards the present condition of the
cotton industry, yields the same general results. A com-

parison between England and the United States shows that
in weaving, where wages are much higher in America, the
labour is so much more efficient as to make the cost of

production considerably lower than in England; in spin-

ning, where English wages are about as highly paid, the
cost of production is lower than in America (p. 156). A
comparison between Switzerland and Germany, England,
and America, as regards weaving, yields the following
results (p. 151) :
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The low-paid, long-hourcd labourers of the Italian

factories aiii easily undersold by the higher paid and more
effective labour of England or America. So also a com-

parison between Mulhausen and the factories of the Vosges

valleys shows that the more highly-paid labour of the

former is the more productive.
In Russia the better-paid labour in the factories near

Petersburg and in Esthland can outcompete the lower paid
labour of the central governments of Vladimir and Moscow.

Schulze-Gaeyernitz goes so far as to maintain that under

existing conditions of low wages and long hours, the Indian

factories cannot undersell their Lancashire competitors, and
maintains that the stringent factory laws which are demanded
for India are likely to injure Lancashire,

1 instead of giving
her an advantage. The most vital points of the subject are

thus summarised, after an elaborate comparison of the

cotton-spinning of England and of those parts of Germany
which use English machinery :

"
I n England theworker tends nearly twice as much machinery

.is in Germany; the machines work more quickly; the loss as

compared with the theoretic output (*.*., waste of time and

material) is smaller. Finally, there comes the consideration

that in England the taking-off and putting-cm from the spindles

occupies a shorter time; there is less breaking of threads, and
the piecing of broken threads requires less time.

^
The result is

that the cost of labour per pound of yarnespecially when the

work of supervision te taken into account is decidedly smaller

in England than in Germany. So the wages of the English

spinners iie nearly twice as high as in Germany, while the

working thy occupies it little over 9 houis as compared with II

to ni in Germany." (T. 13(1.)

More recent investigations directed to a comparison
Ijctwuun the efficiency of British and Continental labour

confirm the conclusions of Hchulze-GaevernitK, German

wnrkers lire still inferior to English in the cotton trade,

though they have gained in efficiency during the last ten

1 Here Schutoe-CjaevernUz appeais to strain his argument. Though
nffiniiil reports lay .strew* upon the .silver qutisLion as an important
fartur in the rise of Itnmfoay mills, there seems no cToulit of the ability

of Bumljay cluap labour, indepi Anciently of this, to undersell English
labour fur low counts of cotton in Asiatic markets. Brentuno in his

work, Hour* att*t Wages *n Relation to J^roiiucthn, supports Schulae-

Cncvornitz.
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years, a gain direcily associated with higher waives and a

better standard of living. The same is gen ei ally Uue of

France, Switzerland, and Holland.

As regards the labour cost in India, we are told
u The

number of operatives required to manage a given quantity
of machinery was five to eight times greater in India than

in England, and now it is at least three times greater,

It is the advantage of position alone which has enabled

this native industry to oust foreign yarns, except a few the

bulk of which are coloured." 1

Later comparisons of the relative efficiency of American

and English weavers are invalidated by the gi owing extent

to which automatic looms and other improvements in

machinery have been adopted in America. No quantitative

measurement is possible between the efficiency of the best

eight-loom weavers of Massachusetts, earning their 453, or

503, per weekj and the best Lancashne weavers, with their

smaller number of looms and lower wages. Alike in spin-

ning and in weaving, the difference in the quality of the

cotton goods further complicates the comparison, The

higher average wages paid to cotton operatives in the

Northern States is not, however, in the judgment of a recent

professional observer,
2

compensated by a corresponding

superiority of efficiency. As regards the efficiency of

labour in Southern mills, there appears to have been
a temporary economy in low wages; though to-day
it is held that "in many instances the labour cost is

actually higher in the South though the wages are so

much lower." 3

Some interesting testimony from Germany directly sup-

ports the economy of high wages in hard manual occupations.
A Foreign Office report of 1898 on the coal industry of
Rhenish Westphalia states: "Although wages are doubtless

lower than in England, even in this district, wheie they
stand higher than in any other part of Germany, I think it

will still be found on the average that the working effect per
coal-hewer and shift is only about half what it is in England,
for the following reasons: because the English pitman lives

better, works with more judgment and skill, and once he

3

Brassey and Chapman, p. 15^,
8 Mr, Yoiuig.

a
Lra^L-y and Chapman, p. igl.



MODERN CAPITALISM. 363

has made his conditions, gives his greater labour-power
more freely; and last, not least, he is a tiained hewer,

timber-setter, or putter, as the case may be."

This is confirmed by the evidence of a German miner
who worked for some time in Northumberland. "There
is good reason why the English miner should be the

stronger man of the two. He has time to rest properly,
and he enjoys more meat than potatoes. Generally speak-

ing, overstrain and under-feeding disable the German from

competing with him." 1

There exists a large amount of testimony, both of busi-

ness men and of economists, in support of the favourable

effect of the higher standard of comfort enjoyed by
American workmen upon the output of labour. European
workmen who have gone to work in the United States

commonly admit that they give out a much larger amount
of working energy. How far this is susceptible of physio-

logical explanation, the better food converted into more

work, may perhaps be questioned. Probably psychical
factors play at least as important a part. The recognition
of a career open to every talent, or at least a fair oppor-

tunity of distinct and appreciable improvement in the

standard of comfort, has been a stimulus operative among
all sections of American workmen, though recent con-

ditions of the low-skilled labour market have diminished

its effectiveness. The increase of the population of

negroes and foreign immigrants, forming an unskilled

class of labour kept in its jiluce by a reduced demand
for skilled labour relative to the supply, seems likely to

reduce the energy of the American *' stroke" to the level

of the European. If, in addition to this, the real wage
of unskilled labour fulls, as it has hi fact done since 1897,

one great source of American industrial progress is per-

ceptibly weakened.

g 4. From the evidence adduced by Schul/e-Gaevernitz,

modem industrial progress is expressed, su far as its effects

on labour are concerned, in seven results: (a) Shorter hours

of labour, (ff) Higher weekly wage, (t) Lower piece-wage,

(d) Cheaper product, (?) Increased product per worker.

the JKngtfrf HM-mait Liw*> lirnst DuchMbhoflT (1893),

quoted Bfliasey and Chaimian, i>. ,|8.
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(/) Increased speed of machinery, (g) Increased number
and size of machines lo the worker.

All these factors must be taken into considuiation before
a full judgment of the net results of machinery upon the

worker can be formed. The evidence above recorded,
conclusive as it is regarding the existence of some causal

connection between a high standard of living and high
productivity of labour, does not necessarily justify the con-
clusion that a business, or a federation of employers, may
go ahead increasing wages and shortening hours of labour
ad libitum in sure and certain expectation of a corresponding
increase in the net productivity of labour.

Before such a conclusion is wananted, we must grasp
more clearly the nature of the causal relation between high
standard of living and efficiency. How far aio we entitled

to regard high wages and other good conditions of employ-
ment as the cause, how far as the effect of cfliciimcy of

labour? The evidence adduced simply proves that a b r,

certain phenomena relating to efficiency as size of pro-
duct, speed of workmanship, quantity of machines tended

vary directly with d tf, certain other phenomena i elating
to wages, hours of labour, and other conditions of employ-
ment. So far as such evidence goes, we are only able to
assert that the two sets of phenomena arc causally related,
and cannot surely determine whether variations in a b c arc

causes, or effects of concomitant variations in d e / or
whether both sets of phenomena are or are not governed by
some third set, the variations of which affect simultaneously
and proportionately the other two.

The moral which writers like Mr. Gunton and Mr.
Schoenhof have sought to extract, ami which has been
accepted by not a few leaders in the "labour movement,"
is that every rise of wages and every shortening of hours
will necessarily be followed by an equivalent or a more than
equivalent rise in the efficiency of labour. In seeking to
establish this position, special stress is laid upon the evi-
dence of the comparative statistics of textile industries.

But, in the first place, it must be pointed out that the
evidence adduced does not support any such sweeping
generalisation. The statistics of Mr. Gould and Mr.
Schoenhof, for instance, show many cases where higher
money and real wages of American operatives are not
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accompanied by a correspondingly larger productivity. In
such aisus the "

cheap
"
labour of England is really cheap.

Again, in other cases where the higher wages of American
workers are accompanied by an equivalent, or more than
equivalent, increase of product, that increased product is

not due entirely or chiefly to greater intensity or efficiency
of labour, but to the use of more highly elaborated labour-

saving machinery. The difference between the labour-cost
of making and maintaining this improved machinery, and
that of making and maintaining the inferior machinery it

has displaced, ought clearly to be added in, where a com-
parison is made between the relation of net labour-cost to

product in different countries, or in different stages of
industrial development in the same country. The omission
of this invalidates much of the reasoning of Schulze-

Gaevcrnitz, Brentano, Rae, and other prophets of "the

economy of high wages." The direct labour-cost of each

commodity may be as little, or even less, than in England,
but the total cost of production

1 and the selling price may
be higher. Lastly, in that comparison between England
and America, which is in many respects the most service-

able, because the two countries are nearest in their develop-
ment of industrial methods as well as in the character of

their labourers, the difference of money and of real wage
is not commonly accompanied by a difference in hours of

labour.

The evidence we possess does not warrant any universal

or even geneial application of the theory of the economy
of high wagcis. If it was generally true that by increasing

wages and by shortening working hours the daily product
of each labourer could be increased or even maintained,
the social problem, so far as it relates to the alleviation of

the poverty and misery of the lower grades of workers,

1 Mr. Gould's general conclusion, from his comparison of American
and European production, is "that higher daily wages in America db

not wean a correspondingly enhanced labour-cost to the manufacturers"

(Contemporary RwitWi Jan. 1893), This he holds to be partly due toonemorary wWi . , i

superior mechanical agencies, which owe their existence to high wages,

paitly to superior physical force in the workers. But Mr. Gould's

evidence and his conclusion here slated, taken as testimony to the

"economy of high wages," are insufficient, for they only show that

high wages are at I ended by increased output of labour, not by an

increase correspondent to this higher wage.
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would admit of an easy solution. But though it will be

generally admitted that a rise of wages or of the general
standard of comfort of most classes of woikers will be
followed by increased efficiency of labour, and that a short-

ening of hours will not be followed by a corresponding
diminution in output, it by no means follows that it will be

profitable to increase wages and shorten hours indefinitely.

Just as it is admitted that the result of an equal shortening
of hours will be different in every trade, so will the result of
a given rise in standard of comfort be different In some
cases highly-paid labour and short hours will pay, in other
cases cheaper labour and longer hours. It is not possible

by dwelling upon the concomitance of high wages and good
work, low wages and bad work, in many of the most highly-

developed industries to appeal to the enlightened self-interest

of employers for the adoption of a general rise in wages and
a general shortening of hours. Because the most profitable
business may often be conducted on a system which involves

high wages for short intense work with highly evolved

machinery, it by no means follows that other businesses

may not be more profitably conducted by employing low-

paid workers for long hours with simpler machinery. We
are not at liberty to conclude that the early Lancashire
mill-owners adopted a short-sighted policy in employing
children and feeble adult labour at starvation wages.
The evidence, in particular, of Schuke-Gaevernitz certainly

shows that the economy of high wages and short hours is

closely linked with the development of machinery, and that
when machinery is complex and capable of being worked
at high pressure a net economy of high wages and short
hours emerges, In this light modern machinery is seen as
the direct cause of high wages and short hours. For though
the object of introducing machinery is to substitute machine-
tenders at low wages for skilled handicraftsmen, and though
the tireless machine could be profitably worked continuously,
when due regard is had to human nature it is found more
profitable to work at high pressure for shorter hours and to

purchase such intense work at a higher price. It must, of

course, be kept in mind that high wages are often the direct
cause of the introduction of improved machinery, and are
an ever-present incentive to fresh mechanical inventions.
This was clearly recognised half a century ago by Dr. Ure,
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who names the lengthened mules, the invention of the self-

acting mule, and some of the early improvements in calico-

printing as directly attributable to this cause. 1

But, admitting these tendencies in certain machine indus-

tries, we are not justified in relying confidently upon the

ability of a rise of wages, obtained by organisation of labour
or otherwise, to bring about such improvements of industrial

methods as will enable the higher wages to be paid without

injuring the trade, or reducing the profits below the minimum
socially required for the maintenance of a privately con-

ducted industry.
Our evidence leads to the conclusion that, while a rise

of wages is nearly always attended by a rise of efficiency of

labour and of the product, the proportion which the in-

creased productivity will bear to the rise of wage will differ

in every employment Hence it is not possible to make a

general declaration in favour of a policy of high wages or of

low wages.

S- The economically profitable wages and hours will vary
in accordance with many conditions, among the most

important being the development of machinery, the strain

upon muscles and nerves imposed by the work, the indoor

and sedentary character of the work, the various hygienic
conditions which attend it, the age, sex, race, and class of

the workers.

In cotton-weaving in America it pays better to employ
women at high wages to tend six, seven, or even eight
looms for short hours, than to pay lower wages to inferior

workers such as arc found in Germany, Switzerland, or even

in lancashirc. But in coal-mining it appears that the

American wages are economically too high that is to say,

the difference between American and English wages is not

compensated by an equivalent difference of output The

gross number of tons mined by United States miners

working at wages of $326 per annum is 377, yielding a cost

of 86
J-
cents per ton, as compared with 79 cents per ton,

1 Ure*s Philosophy ofAfanufacturet pp, 367-369. Dr. Urc regarded
mechanical inventions as the means whereby capital should keep labour

in subjection. In describing how the "self-acting mule" came into

use he adds triumphantly :
'* This invention comprises the great doctrine

already propounded, that when capital enlists science in her service the

refractory hand of labour will always be taught docility" (p. 368).
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the cost of North Staffordshire coal produced by miners

earning $253, and turning out 322 tons per head. 1 So also

a ton of Bessemer pig iron costs in labour about 50 cents

more in America than in England, the American wages
being about 40 per cent, higher.

2

It is, indeed, evident from the aggregate of evidence that

no determinable relation exists between cost in labour and

wages for any single group of commodities.

Just as little can a general acceptance be given to the

opposite contention that it is the increased efficiency of

labour which causes the high wages. This is commonly
the view of those business men and those economists who
start from the assumption that there is some law of compe-
tition in accordance with whose operation every worker

necessarily receives as much as he is worth, the full value

of the product of his labour. Only by the increased

efficiency of labour can wages rise, argue these people;
where wages are high the efficiency of labour is found to be

high, and vice vers&; therefore efficiency determines wages.

Just as the advocates of the economy of high-wages theory
seek by means of trade-unionism, legislation, and public

opinion to raise wages and shorten hours, trusting that the

increased efficiency which ensues will justify such conduct,
so the others insist that technical education and an elevation

of the moral and industrial character of the workers must

precede and justify any rise of wages or shortening of

hours, by increasing the efficiency of labour. Setting aside?

the assumption here involved that the share of the workers

in the joint product of capital and labour is a fixed and
immovable proportion, this view rests upon a mere denial

of the effect which it is alleged that high wages and a rise

in standard of comfort have in increasing efficiency.

The relation between wages and other conditions of

employment, on the one hand, and efficiency of labour or
size of product on the other, is clearly one of mutual
determination. Every rise in wages, leisure, and in general
standard of comfort will increase the efficiency of labour;

every increased efficiency, whether due directly to these or

to other causes, will enable higher wages to be paid and
shorter hours to be worked.

1 "No. 64 Consular Report" (quoted Schoenhof, p. 209).
3
Schoenhof, p. 216,
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6. One further point emerges from the evidence relating
to efficiency and high wages. According to Schulze-Gaever-
nitz's formula, every fall in piece wages is attended by a rise

in weekly wages. But it should be kept in mind that a rise

in time wages does not necessarily mean that the price
of labour measured in terms of effort has been raised.

Intenser labour undergone for a shorter time may obtain a

higher money wage per unit of time, but the price per unit

of effort may be lower. It has been recognised that a

general tendency of the later evolution of machinery has
been to compress and intensify labour. In certain classes

of textile labour the amount of muscular or manual labour

given out in a day is larger than formerly. This is the case

with the work of children employed as piecers. In lire's

day (1830) he was able to claim that during three-fourths of

the time spent by children in the factory they had nothing to

do. The increased quantity of spindles and the increased

speed have made their labour more continuous, The same
is true of the mule spinners, whose labour, even within the

last few years, has been intensified by increased size of the

mule. Though as a rule machinery tends to take over the

heavier forms of muscular work, it also tends to multiply
the minor calls upon the muscles, until the total strain is

not much less than before. What relief is obtained from
muscular effort is compensated by a growing strain upon
the nerves and upon the attention. Moreover, as the

machinery grows more complex, numerous, and costly, the

responsibility of the machine-tender is increased. To some
considerable extent the new effort imposed upon the worker

is of a more refined order than the heavy muscular work it

has replaced. But its tax upon the physique is an ever-

growing one. "A hand-loom weaver can work thirteen

hours a day, but to get a six-loom weaver to work thirteen

hours is a physical impossibility."
1 The complexity of

modern machinery and the superhuman celerity of which it

is capable suggest continually an increased compression of

human labour, an increased output of effort per unit of

time. This has been rendered possible by acquired skill

and improved physique ensuing on a higher standard of

living. But it is evident that, where it appears that each

* Dw Grtssfotridt p. 167.

24
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rise in the standard of living and each shortening of the

working-day has been accompanied by a seveier strain

either upon muscles, nerves, or mental energy during the

shorter working day, we are not entitled to legard the

higher wages and shorter hours as clear gain for the worker.

Some limits are necessarily imposed upon this com-

pressibility of working effort. It would clearly be im-

possible by a number of rapid reductions of the working
day and increases of time wages to force the effectiveness

of an hour's labour beyond a certain limit for the workers.

Human nature must place limits upon the compression.

Though it may be better for a weaver to tend four looms

during the English factory day for the moderate wage of

1 6s. a week than to earn us. Sd. by tending two looms in

Germany for twelve hours a day, it does not follow that it is

better to earn aos. 3d. in America by tending six, seven, or

even eight looms for a ten-hours day,
1 or that the American's

condition would be improved if the eight-hours day was

purchased at the expense of adding another loom for each
worker.

The gain which accrues from high wages and a larger
amount of leisure, over which the higher consumption
shall be spread, may be more than counteracted by an
undue strain upon the nerves or muscles during the shorter

day. This difficulty, as we have seen, is not adequately nmt

by assigning the heavier muscular work more and more to

machinery, if the possible activity of this same machinery
is made a pretext for forcing the pace of such work as

devolves upon machine-tenders.
In many kinds of work, though by no means in all,

an increase of the amount of work packed into an hour
could be obtained by a reduction of the woiking-day;
but two considerations should act in determining the pro-
gressive movement in this direction : first, the objective
economic question of the quantitative i elation between the
successive decrements of the working-day and the incre-

ments of labour put into each hour ; second, the subjective
economic question of the effect of the more compressed
labour upon the worker considered both as worker and
as consumer.

1 Vide supra, p, 360. These wages, however, arc ihe average of all

thu labour employed in the weaving-sheds, not of
" weavers" alone.
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There is not wanting evidence to show that increased

leisure and higher wages can be bought too dean
In drawing attention to this consideration it must not,

however, be assumed that the increase of real wages and

shortening of hours traced in progressive industries are

necessarily accompanied by a corresponding increase in the

compression of labour. In the textile and iron industries,
for example, it is evident (face Karl Marx) that the oper-
atives had obtained some portion of the increased produc-
tivity of improved machinery in a rise of wages. Kven
where more machinery is tended we are not entitled to

assume a correspondent increase in fdt effort or strain

upon the worker. A real growth of skill or efficiency will

enable an increased amount of machinery to be tended with
no greater subjective effort than a smaller amount formerly
required. But while allowance should be made for this,

the history of the factory system, both in England and
in other countries, clearly indicates that factory labour is

more intense than formerly, not, perhaps, in its tax upon
the muscles, but in the growing strain it imposes upon
the nervous system of the operatives.
The importance of this point is frequently ignored alike

by advocates of a shorter working-day and by those who
insist that the chief aim of workers should be to make
their labour more productive. So far as the higher
efficiency simply means more skill and involves no in-

creased effort it is pure gain, but where increased effort

is required the question is one requiring close and detailed
consideration.

7. Another effect of over-compressed labour deserves
a word.

The close relation between higher wages and shorter
hours is generally acknowledged. A rise of money wages
which affects the standard of living by introducing such
changes in consumption as require for their full yield of
benefit or satisfaction an increase of consuming-time can

only be made effective by a diminution in tins producing
time or hours of labour. When, for example, the new
wants, whose satisfaction would be naturally sought from
a rise of the standard living, are of an intellectual order,

involving not merely the purchase of books, etc., but thu
time to read such books, this benefit requires that the
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higher wages should be supplemented by a diminution

in the hours of labour in cases where the latter are unduly
long. But it is not so clearly recognised that such questions
cannot be determined without reference to the question of

intensity of labour. Yet it is evident that an eight-hours

day of more compressed labour might be of a more

exhausting character than a ten-hours day of less intense

labour and disqualify a worker from receiving the benefits

of the opportunities of education open to him more than
the longer hours of less intense labour. The advantage of

the addition of two hours of leisure might be outweighed
by the diminished value attached to each leisure hour, In
other words, the excess of intense work might be worse in

its effects than the excess of more extended work. This

possibility is often overlooked in the arguments of those

who support the movement towards a shorter working-day

by maintaining that each unit of labour-time will be more

productive. When the argument concerns itself merely
with alleging the influence of higher wages, without shorter

hours, upon the efficiency of labour, this neglect of the

consideration of intense labour has a more urgent import-
ance. It may be gravely doubted whether the benefit of

the higher wages of the Massachusetts weavers is not over-

balanced by the increased effort of tending so large a

number of looms for hours which are longer than the

English factory day. The exhausting character of such
labour is likely to leave its mark in diminishing the real

utility or satisfaction of the nominally higher standard of

living which the high wages render possible. Where the
increased productivity of labour is largely due to the

improved machinery or methods of production which are

stimulated by high wages without a corresponding intensi-

fication of the labour itself, the gain to labour is clear.

But the possibility that short hours and high wages may
stimulate an injurious compression of the output of pro-
ductive effort is one which must not be overlooked in

considering the influence of new industrial methods upon
labour.

8. Duration of labour, intensity of labour, and wages, in
their mutual relations, must be studied together in any
attempt to estimate the tendencies of capitalist production.
Nor can we expect their relations to be the same in any two



MODERN CAPITALISM. 3/3

industries. Where labour is thinly extended over an in-

ordinately lung working-day, as in the Indian mills, it is

probable that such improvements of organisation as might
shorten the hours to those of an ordinary English factory

day, and intensify the labour, would be a benefit, and the
rise of wages which might follow would bring a double gain
to

the^
workers. But any endeavour to further shorten and

intensify the working-day might injure the workers, even

though their output were increased. Such an instance,

however, may serve well to bring home the relativity which
is involved in all such questions. The net benefit derived
from a particular quantitative relation between hours of

labour, intensity, and earnings would probably be widely
different for English and for Indian textile workers. It

would, & priori^ be unreasonable to expect that the working-

day which would bring the greatest net advantage to both
should be of the same duration. So also it may well be

possible that the more energetic nervous temperament of

the American operative may qualify him or her for a shorter

and intenser working-day than would suit the Lancashire

operative* It is the inseparable relation of the three factors

duration, intensity, and earnings which is the important

point. But in considering earnings, not merely the money
wage, nor even the purchasing power of the money, but the

net advantage which can be obtained by consuming what is

purchased must be understood, if we are to take a scientific

view of the question.
It should be clearly recognised that in the consideration

of all practical reforms affecting the conditions of labour,
the u

wages" question cannot be dissociated from the
" hours *

question, nor both from the "
intensity of labour "

question ; and that any endeavour to simplify discussion, or

to facilitate "labour movements," by seeking a separate
solution for each is futile, because it is unscientific. When
any industrial change is contemplated, it should be regarded,
from the "labour" point of view, in its influence upon the

net welfare of the workers, due regard being given, not

merely to its effect upon wage, hours, and intensity, but

to the complex and changing relations which subsist in

each trade, in each country, and in each stage of industrial

development between the three.

But although, when we bear in mind the effects of
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machinery in imparting intensity and monotony to labour,

in increasing the number of workers engaged in sedentary

indoor occupations, and in compelling an ever larger pro-

portion of the working population to live in crowded and

unhealthy towns, the net benefit of machinery to the work-

ing classes may be questioned, the growth of machinery has

been clearly attended by an improved standard of material

comfort among the machine-workers, taking the objective

measurement of comfort.

Whatever allowance may be made for the effects of

increased intensity of labour, and the indirect influences of

machinery, the bulk of evidence clearly indicates that

machine-tenders are better fed, clothed, and housed than

the hand-workers whose place they take, and that every
increase in the efficiency and complexity of machinery is

attended by a rise in real wages, The best machinery
requires for its economical use a fair standard of living

among the workers who co-operate with it, and with the

further development of machinery in each industry we may
anticipate a further rise of this standard, though we are not

entitled to assume that this natural and necessary progress
of comfort among machine-workers has no fixed limit,
and that it is equally applicable to all industries and all

countries.

It might, therefore, appear that as one industry after

another fell under machine-production, the tendency of

machine-development must necessarily make for a general
elevation of the standard of comfort among the working
classes. It may very well be the case that the net influence
of machinery is in this direction, But it must not be for-

gotten that the increased spread of machine-production docs
not appear to engage a larger proportion of the working
population in machine-tending. Indeed, if we may judge
by the recent history of the most highly-evolved textile

industries, we are entitled to expect that, when machinery
has got firm hold of all those industries which lend them-
selves easily to routine production, the proportion of the
whole working population engaged directly in machine-
tending will continually decrease, a larger and larger pro-
portion being occupied in those parts of the transport and
distributing industries which do not lend themselves con-
veniently to machinery, and in personal services. If this is
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so, we cannot look upon the evolution of machinery, with
its demand for intenser and more efficient labour, as an

adequate guarantee of a necessary improvement in the

standard of comfort of the working classes as a whole. To
put the matter shortly, we have no evidence to show that a
rise in the standard of material comfort of shopmen, writing
clerks, school-teachers, 'busmen, agents, warehousemen,
dockers, policemen, sandwich-men, and other classes of

labour whose proportion is increasing in our industrial

society, will be attended by so considerable a rise in the

efficiency of their labour as to stimulate a series of such
rises. The automatic movement which Schulze-Gaevernitz
&nd others trace in the typical machine-industries is not
shown to apply to industry as a whole, and if the tendency
of machine-^Ievelopment is to absorb a larger proportion of

the work but a smaller proportion of the workers, it is not

possible to found large hopes for the future of the working
classes uptm this movement of the earning of high wages in

machine-industry*

9. But though the individual self-interest of the producer
cannot be relied upon to favour progressive wages, except in

certain industries and up to a certain point, the collective

interest of consumers lends stronger support to "the

economy of high wages." We have seen that the possession
of an excessive proportion of ''power to consume" by
classes who, because their normal healthy wants are already

fully satisfied, refuse to exert this power, and insist upon
storing it in unneedcd forms of capital, is directly responsible
for the slack employment of capital and labour. If the

operation of industrial forces throw an increased proportion
of the '*

power to consume" into the hands of the working
classes, who will USD it not to postpone consumption but to

raise thefr standard of material and intellectual comfort, a

fuller arid more regular employment of labour and capital

must follow. If the stronger organisation of labour is able

to raise wages, and the higher wages are used to demand
more and better articles of consumption, a direct stimulus

to the efficiency of capital and labour is thus applied. The
true issue, however, must not be shirked. If the power of

purchase now
" saral "

by the wealthier classes passed into

the hands of the workers in highur money wages, and was

not spent by them in raising their standard of comfort, but
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was "invested" in various forms of capital, no stimulus to

industry would be afforded; the "savings" of one class

would have fallen into the hands of another class, and their

excess would operate to restrict industry precisely as it now

operates, Though we would gladly see in the possession of

the working classes an increased proportion of those forms

of capital which are socially useful, this simple act of

transfer, however brought about, would furnish no stimulus

to the aggregate industry. From the standpoint of the

community nothing else than a rise in the average standard

of current consumption can stimulate industry. When it is

clearly grasped that a demand for commodities is the only
demand for the use of labour and of capital, and not merely
determines in what particular direction these requisites of

production shall be applied, the hope of the future of our

industry is seen to rest largely upon the confident belief

that the working classes will use their higher wages not to

draw interest from investments (a self-destructive policy) but

to raise their standard of life by the current satisfaction of

all those wholesome desires of body and mind which lie

latent under an "
economy of low wages." The satisfaction

of new good human desires, by endowing life with more hope
and interest, will render all intelligent exertion more effec-

tive, by distributing demand over a larger variety of com-
modities will give a fuller utilisation both of natural and
human resources, and by redressing the dislocated balance

of production and consumption due to inequality of pur-

chasing power, will justify high wages by increased fulness

and regularity of work. But it must be clearly recognised
that however desirable "saving" may seem to be as a moral
virtue of the working classes, any large practice of saving
undertaken before and in preference to an elevation of

current consumption, will necessarily cancel the economic

advantages just dwelt upon. Just as the wise individual will

see he cannot afford to "save" until he has made full

provision for the maintenance of his family in full physical

efficiency, so the wise working class will insist upon utilising

earlier accesses of wages in promoting the physical and
intellectual efficiency of themselves and their families before

they endeavour to "invest" any considerable portion of

their increased wages. Mr Gould puts this point very

plainly and convincingly: "Where economic gains are small,
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savings mean a relatively low plane of social existence. A
parsimonious people are never progressive, neither are they,
as a rule, industrially efficient. It is the man with many
wants not luxurious fancies, but real legitimate wants
who works hard to satisfy his aspirations, and he it is who
is worth hiring. Let economists still teach the utility and
the necessity of saving, but let the sociologist as firmly insist

that to so far practise economy as to prevent in the nine-

teenth century a corresponding advance in civilisation of the

working with the other classes is morally inequitable and

industrially bad policy. I am not sorry that the American
does not save more. Neither am I sure but that if many
working-class communities I have visited on the Continent
were socially more ambitious, there would not be less

danger from Radical theories. One of the most intelligent
manufacturers I ever met told me a few years ago he would
be only too glad to pay higher wages to his working people,

provided they would spend the excess legitimately and not

hoard it. He knew that in the end he should gain thereby,
since the ministering to new wants only begets others." 1

If there are theoretic
^

economists who still hold that "a
demand for commodities is not a demand for labour," they

may be reminded that a paradox is not necessarily true*

In fact, this particular paradox is seen to be sustained

by a combination of slipshod reasoning and moral pre-

judice. The growing opinion of economic students is

veering round to register in theory the firm empirical judg-
ment from which the business world has never swerved, that

a high rate of consumption is the surest guarantee of

progressive trade, The surest support of the "
economy of

hitfh wages" is the conviction that it will operate as a

stimulus to industry through increased consumption. The

working classes, especially in the United States and in

England, show a growing tendency to employ their higher

wages in progressive consumption. Upon the steady

operation of this tendency the economic future of the

working classes, and of industry in general, largely depends.

A E, R. L. Gould, Contempor&ry JRw*ew, January 2893.
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CHAPTER XV.

SOME EFFECTS OF MODERN INDUSTRY UPON THE WORKERS
AS CONSUMERS*

i. How far the different Working Classes gain from the

Pall of Prices.

2. Part of the Economy of Machine-production compensated

by the growing Work of Distribution.

3. The Lowest Class of Workers gains leastfrom Machine-

production.

i. In considering the effect of machine-production upon
a body of workers engaged in some particular industry we
are not confined to tracing the effects of improvements in

the aits and methods of that single branch of production.
As consumers they share in the improvements introduced

into other industries reflected in a fall of retail prices.

Insomuch as all English workers consume bread they are

benefited by the establishment of a new American railway
or the invention of new milling machinery which lowers the

price of bread ;
as all consume boots the advantage which

the introduction of boot-making machinery confers upon
the workers is not confined to the higher wages which may
be paid to some operatives in the boot factory, but is

extended to all the workers who can buy cheaper boots.

How far do methods of modern capitalist production
tend to benefit the labourer in his capacity as consumer?
Economic theory is in tolerably close accord with experi-

ence in the answer it gives to this question. Each portion
of the working classes gains in its capacity of consumer
from improved methods of production in proportion to the

amount by which its income exceeds the bare subsistence

wage of unskilled workers. The highly-paid mechanic gains



THE EVOLUTION OF MODERN CAPITALISM 379

must, the sweated worker least. The worker earning forty

shillings per week gains much more than twice as much as
the worker earning twenty shillings from each general
cheapening in the cost of production. There are several
reasons why this is so.

j. Where there exists a constant over-supply of labour

computing for what must be regarded at any particular time
as a fixed quantity of employment, wages are determined

\yith tolerably close reference to the lowest standard of

living among that class of wrakcrs, and not by any fixed or

customary money wage. This is particularly the case in

the "sweating" trades of large towns. Here such improve-
ments in machinery and methods of industry as lower the

price^of articles which fall within the "standard of living"
of this class are liable to be speedily reflected in a fall of

money wages paid for such low-skilled work. In other

words, a "bare subsistence wage'* docs not gain by a fall

in the price of the articles which belong to its standard
of comfort.

Kven in the lowest kinds of work there is no doubt some
tendency to stick to Lhu former money wage and thus to
raise somewhat the standard of real wages, but where the

competition is keenest this vis inertia is liable to be over*

borne, and money wages fall with prices, As we rise to the
more highly skilled, paid, and organised grades of labour,
we oome

to^
workers who are less exposed to the direct

constant strain of competition, where there is not a chronic

uvur-jrapply of labour. Here a fall of retail prices is not

necessarily or speedily followed by any corresponding fall of

money wages, and the results of the higher real wages
enjoyed for it time impress themselves in a higher habitual

Mundard of comfort and strengthen the resistance which is

offered to any attempt to lower money wages, even though
the attempt may be made at a time when an over-supply
of labour does exist

In proportion as a class of workers is highly paid,

educated, and organised, it is able to gain the benefit

which improved machinery brings to the consumer, because
it is better able to resist this economic tendency to deter*

mine wages by reference to a standard of comfort inde-

pumlent of monetary considerations. So far as the lowest

waged and most closely competing labourers have gained
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by the fall of prices, it has been due to the pressure of

sentiment on the part of the better class of employers and
of the public against the lowering of money wages, even
where the smaller sum of money will purchase as much as

a larger sum previously.
2. The smaller the income the larger the proportion of

it that is spent upon commodities whose expense of pro-
duction and whose price is less affected by machinery.

Machine-production, by the fall of prices it brings, has

benefited people in direct proportion to their income. The
articles which have fallen most rapidly in price are those

comforts and luxuries into which machine-production enters

most largely. The aristocracy of the working classes, whose
standard of comfort includes watches, pianos, books, and

bicycles, has gained much more by the fall of prices
than those who are obliged to spend all their wages on
the purchase of bare necessaries of life. The gain of the

former is manifold and great, the benefit of the latter is

confined to the cheapening of bread and groceries a great
benefit when measured in terms of improved livelihood

no doubt, but small when compared with the increase

of purchasing power conferred by modern production upon
the Lancashire factory family, with its $ or ^4 a week,
and in large measure counterbalanced by the increased

proportion of the income, which, in the case of town

operatives, goes as rent and price of vegetables, dairy

produce, and other commodities which have risen in

price.

3. The highly-paid operatives generally work the shortest

hours, the low-paid the longest. So far as this is not

compensated by an increased intensity of labour on the

part of those working short hours, it implies an increased

capacity of making the most out of their wages. Longer
leisure enables a worker to make the most of his con-

sumption, he can lay out his wages more carefully, is

less tempted to squander his money in excesses directly

engendered by the reaction from excessive labour, and
can get a fuller enjoyment and benefit from the use of
the consumables which he purchases. A large and increas-

ing number of the cheapest and the most intrinsically valu-
able commodities, of an intellectual, artistic, and spiritual

character, are only opun to the beneficial consumption of



MODERN CAPITALISM. 381

those who have more leisure at their command than is

yet the lot of the low-skilled workers in our towns.

2. If we compare the statistics of wages we shall find

that the largest proportionate rise of money wages has been
in the highly-organised machine industries, and that the

benefit which machinery confers upon the workers in the

capacity of consumers falls chiefly to the same workers.

It must not, however, be assumed that improved methods
of production yield their full benefit through competition
to the consuming public. On the contrary, much of the

economy of machine-production fails to exercise its full

influence upon retail prices. There are two chief reasons

for this failure. To one of these adequate attention has

been already drawn, the growth of definite forms of capital-

ist monopoly, which secure at some point or other in the

production of a commodity, as higher profits, that which
under free competition would pass to the consumer through
lower shop prices. The second consists in the abnormal

growth of the distributive classes, whose multiplication is

caused by the limitation which the economy of machinery

imposes upon the amount of capital and labour which can

find profitable employment in the extractive and manu-

facturing processes. A larger and larger number of indus-

trial workers obtain a living by a subdivision of the work of

distribution carried to a point far beyond the bounds of

social utility. For, on the one hand, when competition of

manufacturers and transporters is more and more confined

to a small number of large businesses which, because their

united power of production largely transcends the con-

sumption at profitable prices, arc driven into closer com-

petition, a larger amount of labour is continually engaged
in the attempt

of each firm to secure for itself the largest

share of business at the expense of another firm. On the

other hand, shut out from effective or profitable com-

petition in the manufacturing industries, a larger amount
of capital and labour seeks to engage in those departments
of the distributive trade where new-comers have a better

chance, and where by local settlement or otherwise they
hiive an opportunity of sharing the amount of distribution

that is to be done. Hence a fall of wholesale prices is

usually not reflected in a corresponding fall of retail prices,

for competition in retail trade, as ], S. Mill clearly recog-
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nised,
f*

often, instead of lowering prices, merely divides the

gains of the high price among a greater number of dealers." 1

3. The wide difference between the economic position
of the skilled mechanic and the common labourer shows

how fallacious is that treatment of the influence of machinery
upon the condition of the working classes which is com-

monly found in treatises of political economy, To present
a comparative picture of the progress of the woiking classes

during the last half century, which assigns to them an
increase of money wages, obtained by averaging a number
of rises in different employments, and reduces this increase

to real wages without any reference to the different use of

wages by different classes, is an unscientific and mischievous

method of dealing with one of the most important economic

questions. The influence of machine-production appears
to be widely different upon the skilled mechanic and the

common labourer considered both as producers and con-

sumers, and tends to a wide difference in standard of

comfort between the two classes. This difference is further

enhanced by the indirect assistance which machinery and

large-scale industry gives to the skilled workers to combine
and thus frequently to secure wages higher than are

economically requisite to secure their eifinunt work. On
the other hand, growing Codings of humanity anil a va^ue
but genuine feeling of social justice in an ever laiger

portion of the public often enable the low-skilled weaker
to secure a higher standard of comfort than the operation
of economic competition alone would enable him to reach.

But after due allowance is made for this, the conclusion is

forced upon us that the gain of machine-production, so far

as an increase in real wages is concerned, has been chiefly
taken by the highly-skilled and highly-waged workers, and
that as the character of work and wages descends, the

proportionate gain accruing from the vast increase of pro-
ductive power rapidly diminishes, the lowest classes of

workers obtaining bul an insignificant share.

1
Principle of Political Economyt Bk. ii., chap, iv. S 3.
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CHAPTER XVI -

OCCU1 JATIONS OF THE PEOPLE.

i. Shifts of English employment as attested ly the
Censuses.

2. Advancing and declining Manufactures.

\ 3. Simitar shifts of employment in the United States^

France, German}^ Austria^ Sweden*

4. General laws of the shift ofoccupations.
8 5. Explanation ofgeneral movements ofemployment

6. The normal /aw of evolution of employment.
7. Relation ofemployment to international trade.

i. The most valuable source of information regarding
the effects of modern industrialism is the study of the com-
parative statistics of occupations. Like every statistical

inquiry, this is full of pitfalls, and much of the apparent
precision which columns of figures and percentages suggest
disappears wlu;n modes of collection and classification are

subjected lo detailed analysis. But while such errors in-

validate many particular conclusions as to the nature and
size of fluctuations, they do not affect to anything like the
same degree the broader judgments based upon a large mass
of cumulative statistical evidence.

Now there is a striking consensus of evidence which
attests curtain important tendencies towards the expansion
or contraction of occupations under the pressure of modern
industrial forces,

The summary tables of occupations in the last five

censuses for England and Wales give the following
enumeration of the employed population under general
heads;
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The main tendencies which appear in those summaries
va, the relative and absolute decline of agricultural em-
ployment, the relative decline of domestic employment, the
moderate increase of industrial and the very great increaseof commercial and professional employment--are more
profitably studied in the fuller analysis of the census of
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i,
1

.slating the proportions per million employed in the

principal bub-heads in the last thice censuses, and dis-

tinguishing those which show an increase from those which
show a decline

The leluthv iljrliiu* of agrinihurL', fo far as employment
h rotwrncd, vvub nut thfi snpicl of the ri^ea! of the Corn
I/iiws. The cvnsns rfpnil of iSgi for England and Wales

prvsenls thf folliming ( ninpaiativi: Uble of percentages: -

'Vjiit ultiii.il.

'" .................

To which wo may add the later estimates derived from sub-

sequent censuses, which, though routputed on a somewhat
different basis, exhibit the saint; general tendency:

!!,(

Turning to the professi*)nal rlass, wc k have first to note
thi 1

. growth nf persons <Mi^a^ed in CJovernnuintnl work,
general or Inni, a growth f)i" 37.3 per cent, during the last

(lecenniuiii, or inont than UIMM* times ^realrr than the

giowlh of population. In the piivut^ "prufrHsions/
1

tha
rltiricul and U-^il calling

1
; (excrpt in thi-ir hiunblor brandies)

Jail to Lin'p parts with tin: occupied popuhulon; nutdicimi

i;rrw.s fanliT, though itH largest growth is in nur-scsand oihor

inttditMl iUtendttnts, The teaching profession and engineer
ing show a moderate incruaso, somewhat "faster than th

n[gngatn of the owupied classes, liy far the largest pro-

|)oiti(jnal advance is found under the In -ails of "Art, Music,
and Drama," and " Exhibitions and (lamus," whilu thu

smaller group untifli^l
(<

Literary and S<:ii*nlifn:'' also growH
apace. In other words, the Hasses subsidiary to the liberal

prnlrKsions and this Classes ck

ngagi
ftd in ruining to lu.xuiii!

and recreations grow fastest among tlus "professions."

1 Sen <M. 1174, j. r;j3*
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Domestic service is declining in its proportionate em-

ployment, chiefly through the opportunities open to women
to undertake industrial employment, partly also through the

raising of the "school age." In the twenty years from 1881

to 1901 female domestic servants increased by only 8.3 per

cent., while the entire population advanced 25.2 per cent.

One of the plainest and most considerable tendencies is

the rapid growth of commercial occupations of almost every
class. The "commercial" group in the English census

consists almost entirely of clerks, accountants, brokers,

agents, travellers, auctioneers, and persons engaged in

banking and insurance. The main body of merchants,
salesmen and buyers, and most retailers are relegated to the

branches of "industry" which are concerned with the goods
they handle. This prevents the census from affording exact

or full measurement of the increase of commercial occupa-
tions, But in recent decades the rate of growth of this

class has far exceeded that of the "industrial'* class, giving
a rate of increase of 42,8 per cent for 1881-91, and 44.6

per cent, for 1891-1901. In ordinary commerce the growth
of commercial clerks and travellers is respectively 47. i per
cent and 46 per cent, during the last decade, or about four

times as fast as the growth of the occupied population.

Banking, broking, and finance agencies have increased

during the same period 43, i per cent, while insurance has

grown no less than 79.4 p<tr cent

Although it is found impossible so far to separate dealers

from makers as to present a faithful account of employment
in retail trade, enough figures arc available to naake It certain

that the retail trading occupations are growing faster than
the "making" parts of the industries.

In his analyses of the censuses from 1841 to i#8i Mr,
Charles Booth shows a v<try considerable advance in the

proportionate importance of dealing:
-

1841 ............ 5,3 per cent.

............ 7,1

............ 7-8

............ 7*8

The remit census, making a cautious estimate of retail
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reaches the figure 7.53 giving the aggregate of
I

J 3 58, 5 oo as covering the shopkeeping classes.

The census for iScji, comparing a number of retail trades

where the dealers arc separited from makers, showed an
increase of 27 o, as compared with an increase of 15.1 for

the whole occupied population.

Extracting from the comparative table of occupations for

ihc last three censuses 1 sudi figures of retail dealers as are

^leaily distinguish! under the several industrial suh-nrdcrs,
\vt' reach the following result, which may be taken as fairly

rqmwntative, from the varieties of retail business it

includes:

i88[ 1891 IQOI
Persons occupied ... 609,100 ,., 794,300 ... 922,750

Regarding the commercial and the industrial classes from
the standpoint of the census, we perceive that the rate of

growth of the former is considerably and persistently higher
than that of the latter. If the retailers were taken out of

the industrial class and put into the commercial, the moie

rapid growth of "dealers" or "
distributees," as compared

-with "makers" or "producers," would be still more

Striking.

Turning now to the industrial group, which includes

inanufactuies, mines, and the building trades, we find that

though the whole class shows a considerable and continuous

increase in proportion of employment, that increase is chiefly
jattribiilable to mining and building. Taking manufactures

in the usual signification of that term, we do not find them

gaining in ilia proportion of employment they afford during
arccunt decades. Mr. "Booth's recent investigations

2 show
that, while the proportion grow up lo i86r,it declined from
that date to 1881.

His percentages for persons employed in manufactures

fire as follows :

1841 ,

1851 .

1871 ,

1881 .

1 Cd. 2174, Table 34.
fl

Occupations oft/te People.
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Though recent census repents do not piesent the returns in

a form which enables us to conliuim Mr, Booth's tabulation,

a table comparing the censuses of iSSr, 1891, and igor
enables us, by extracting the distinctively manufacturing

groups, to perceive that manufactures (whether building be

excluded or included) do not engage any appreciable in-

crease of the proportion of employed persons.
The percentages relative to the total population over ten

years of age are as follows :

1881 1891 1901
Manufactures (excluding building) 21.54 21,89 21,73
Manufactures (including building) 25.50 25.49 36,18

If the dealing classes, included hero, were left out, it seems

probable that the decline shown by Mr. Booth to have

taken place between 1861 and iB8i would be proved to

have continued.

2. A closer examination of the changes of employment
in the several groups of manufactures shows that whib
manufactures as an aggregate are nearly stationary in the

proportion of employment they afford, some sorts .jure ad-

vancing, others declining.

The orders which show the gieatcst decline are textiles

and dross. While metal, ships, pottery, wood, food, etc,,

show a moderate advance, precious metals and instruments

vehicles, chemicals, printing, show a great increase* A still

closer examination into the sub-orders of the census returns

shows that the foundational and the staple process of

manufacture are stagnant or declining in impwtft^c)^ while

those concerned with the finishing processes bf /manu-
factures, especially those concerned with the manufacture
of more highly specialised articles, arc increasing. In the

metal trades, while the more fundamental and general

branches, classed as "iron and stcul," show an advance
of only 10.3 per cent, in the employment they afford in the

period 1891-1901, the sub-order engineering and machine-

making shows an advance of 67.4 per cent.,
1 while the

trades connected with the manufacture of brass, wire, and

electro-plate goods, show large gains. Electrical apparatus
and various species of scientific, surgical, and musical

1 Some of this increase, howiwi, must lie imputed to graAiW pre-
cision in the census return.

'

<i

j
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instruments, together with the trades generally claswrl with

jewellery, illustrate the same tendency in the metal in-

dustries for the finer and later piocesses to ab*oib a larger
share of the occupation.
The order "paper, prints, books" shows th<j same tend-

ency. The most rapid growth is in the processes of printing,

lithography, bookbinding etc.; the least rapid in th paper-
making industry.

In the textile industry, amitl a ^iMicral decline of the

staple branches of the spinning and weaving tiadei, thu

only group which holds its own is that cmpli >}(!<! cm minor

manufactures, "hemp, jute, ro<:oa fibre, rope, mat, eanvas,
paildoth." The order "dress" would have shown a positive
decline in the numbers employed between 1891 and jyoi
had it not been sustained by the inclusion of various

"dealing" and small miscellaneous manufacturing trades*

All the slapb trades here also show a marked (hvline in

the rate of growth. In tint "food" nnlor, a^uin, the must

conspicuous gains are in confectionery, jams*, pHJi-.s
spices, mineral wateiM, and in oilier Ua<ies whuro
"making" is weighted by the inclusion of dcaleis, 1

"spirituous lifjuois, board, and Judging," tlut muuufact tiling

processes fail to keep pare with the p(pnhttion in the

employment they afford; the only real advances an in the
mercantile and retnil proeess(\s of distribution. Jewellery,

printing, jam and pickles, motor cars, eledric.d apparatus,
oilcloths, ginjforbuer, indin rubber, dings, explosives, house-

fittings and di-crmitiuns art: instanres of rapidly advancing
nKinufactitH'S from thi; Ktatidpoint of employment.
Two impoitant groups of "making" trades which exhibit

a most marked advance require svptuute notice,

First, the group of trades conm'cted with houses, their

building and furnishing. The j*re:Uer mobility of the

population, tliu incivasu* of great towns, the demand for

larger and better housing the flcvelopment of public build-

ings for educational amUjtlitT jnililir purpoijL'.s have bred !i

great demand for building labour, while tJi4! comparatively
meagre, use of murhmny and substitution of machine-
formed for hand formed mnterials bus obliged this demand
to bo met by a great increase in this supply of Utbmir.

Though the figures of the last two census are vitiated for

exact companion by the exclusion in the farmer of largo
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numbers of
"
general labourers" included in the latter, the

fact that the number of houses, built or building, had in-

creased by 15.5 per cent, between 1891 and 1901 is a
sufficient testimony to the progress of this industry. Under
the general head of building are also included "works of

construction and roads," industries in large measure sub-

sidiary to the transport trade.

The second of these gieat progressive groups of industry
is that concerned with the manufacture of vehicles for land

or water carriage. The growth of land vehicles, including,
of course, the new cycle and motor car trades, greatly sur-

passes even the growth of the shipbuilding trades, The
following figures show the increase of occupation pur
million of the population (over ten years of age) during the

last two decades ;

1881 i Sox 1901
Vehicles ... 3,280 3,694 4,679
Ships and boats ,,. 2,801 5,162 3,421

This great advance of the ship and vehicle industries

serves to introduce one of the most significant movements
of occupation, the enormous rise of the transport order. If

we add to the conveyance heading of the census certain

groups of workers engaged in or contributing to the railway

service, we find that the percentage for the last three decades
stands thus:

1881 1891 iyri
44 . 4*9 5-5

4. 1 per cent.

4.6
-

1881 ............ 5.6

Kach sub-order of the conveyance industries shows a wi^nnl
advance in the amount of employment, except the sub-

order "on seas, rivers, and canals," where there is u Might
decline in absolute numbeis during the twenty years. This
decline of British employment, however, is attended by
a considerable growth of foreigners employed in British

ships, the total increase from 1887 to 1002 buing consider-

ably faster than the increase of tonnage,*
1 Mr. Booth's dilfviful classifiralion of tianspnrt In his

1851-81, includes cU-mcuis omiitccl here.
*

Statistical Abstract, Ctl 1727, p, 193,
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3. Statistics of occupations in the United Status exhibit

many of the same broad tendencies as those of Great

Britain, a decline in the proportion of agricultuial employ-
ment, a large advance in the professional classes, in

commerce and the professions, a threat development of

mining, and during the last decade a stoppage of the

cuilicr rise in the proportion of manufacturing and
mechanical classes.

The following table marks the broadest line i>f ehim;j,i' ,
*

1'KKCKNTAL'iKS OK TuTAL EMPLOY!--!* 1'niTI.AI 1)X.

hSMtj i!S/> i'/jo

Agriculture ... ... ,,. 44.3 .17.7 337
Professions ... ... ... 3.5 4,1 4,,$

Domestic and personal service ... 19.7 hV> i').'~

Tiade and transportation ... ... 10.7 j^.O 16,4
Manufactures and mcdKuncnl piirbtiits ji.tf :i|j,r> 1*4,4

Many of the more detailed changes resemble those which
are occurring in England,

In the professions there is- the sumo abnormal ndvunri*

of the teaching, medical, and Ie#il classes. The inrrcitM!

of the commercial ^hisses is market! cKpenally in employ
mcnts connected with banking and iuMirannr, and by an
enormous rise in the number of clerks, booldeeprrs, ac-

countants, and commercial travellers. Most of the gnnipK
engaged in the conveyance of persuns} goods, and iu-\ss

show an abnorm:il int'icast*, espr<:ially those tu>nncrted with

street traffic, telegraphic and telephonic services, Traders,
wholesale and retail, do not, however, udvitnce so rapidly
as in Kn^kmd,

In the nuinufncturini; and other proihictivtf industritis the

most rapid reee.nl utlvaiifie, is in the ii<m, bteel, and
mud littery trades, iu cotton, hosiery, utul silk, in paper and

printing, i;lass, oil, duunieuLs, and a few minor mnnufao
tures. Amon^ the utanulaetures whirh dei line in Ihe

proportion of employment they afford are many of the

building atul food trades, brewing and distilling wateh und

elock-making, and precious metals, and various textile

nudes* An absolute deeliiut in cmploymcnl between 1891
and IQOI is recorded in boot and shoemaking and the

general leather trade, in woollen and carpet manufacture,
and in most of the lumber manufactures, bricks, tiles, and
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milling. Mining shows an immense increase, rising in ten

years from 387,000 to 564,000.
The only available comparison of the movements of

occupations in Fiance, as afforded in the censubus of 1866

and 1896, exhibits the same gcneial trend :

1896

47

35

5

ii

The rapid advance made by the "professional" classes,

liberal or industrial, the commercial and transport classes,

and in manufactures by the metal and food industries, it>

exhibited by a closer analysis of these general figures.

The change of occupations iti Oeuniiny is exhibited in a

comparison of the results of thu two great industrial

censuses of 1882 and
'

A^ricultuic and fishing

Industry and mining
Trade and transport
Domestic callings

rrofebSum.s,iniIit;Lryuml
civil ...

Unnccnpiccl

188J

1,031,1,17

I'ei* i nt.i'-s.

4^7

2,2

39-0

ruiupiluil f10111 Ihi' Mu/fti/x Mu/iAtft/ut's tfr Att'n't

Tnie iv., iyiu,
y In onlur In ronupatv iSO(> with 181/1 ulx.ut onu million tluiuciLic

employee uuisL be uccu'dltcil tu tho cnrlicr year,
*
Statislichejithtbmhfr, 1885 ami 1904.
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The detailed figures exhibit a striking parallel tn the

larger changes of occupations exhibited by our ui;aI)M& of

the English censuses the- same great advance in tbn mining,

metal, building industries, in tiansport and <lrulin;j;, in

chemicals, printing and art trades, ami in insurance; while

textiles and clothing show u relative decline, and agrioil-
turc is virtunlly stationary in the absolute, and rapidly

retrogressive in the proportionate, employment it affords.

])y way of comparing the four hirj^l and most advann d
industrial countues with less developed countries, we may
take the following official tables exhibiting the tendencies
of occupations in Austria and Sweden :

Al'STKlA. I'

Agtirulturo ............ fu.5 ,. 5^,2
Manufuruncs ........... 21, j ... *j.^
Trarlc ami ('oinnicirc ........ fj.j ... 7,;
Ofliu-iiil and rroftisrional SITVX I- .. mi ... i,j.;

Innri I no,"

SWI'.M N'. I'm i'lit,i;i'

1 1 it If t. l!'f/i. 1 1 /'**.

s and Kibliini; ... j'tJ'r ... 'n-VJ -
'-i

3*,;"

Industry ........ i|;i ... ;",".! ,. 7,1 j,s

Tiadc and TUUISJHHI ... 5,uf> , . ;;,)/ ,,, iu,j/
rublit: Soiviu\ cti. (in

lei.j.ions.; ... II v ...
'/ .| |

... ".i
t ;

ICKI.M Iinr; IUM>

^ 4, In all these crtuntrirs tlur st.iti.slirs of oe<

point to (vitain ronnnon trndcncu's: -

i. A relative <Ii':lin<: in the impoiunu'i* of ngrimlluu*, .1

iiipul positive de^Iitui in free tnwlr Kn^land with its earlii'i

di'M;l(?pm<mt <if i tipiulistir imlusiiy and its donsu poptila
tion, a con.sidrnibl^ it-lativt; dt^liitu in c;u:h of tliv other

countries, im;iipertivt; of Ui tiff policy, density *if irpulutii)h l

land tenure or manulactunn^ ili'vclf>|iiia*iit, Agiirultund
protection, combined \\ith a Lir^t: intention of small land
owneiH as in Krawe ami (^'iniiiuy, ilut |ossrs?ion of a Lir^t

export iiaclc in ji^iiailUnal prtuliuv, as in the United

Stales, retard, but do not tuned, the opeiation uf the

tendency.
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2. An abnormally rapid growth of the transport and

distributive trades (wholesale and retail) with the building,

car-making, electric, and other manufacturing industries

subsidiary to transport and distribution.

3. Wherever large deposits of coal and iron exist a great

development of employment in mines,

4. A relative decline of the staple or fundamental manu-

facturing industries, especially the textile and dressmaking,

as compared with the manufactures of final commodities

for consumption. Luxury trades, or trades subsidiary to

the arts and professions, present an increasing proportion
of occupation.

5. In almost every instance a large, rapid increase in the

proportion of the occupied population engaged in public

services, professions, and other branches of non-material

production.
6. An increase in the proportion of the retired or un-

occupied classes.

Now it is evident that these movements are in part the

expression of the evolution of capitalism through improved
economies of machinery and the attendant organisation of

labour. Where machinery is mast perfected and most

generally applied, as in the leading branches of the textile

and other staple manufactures, such as milling, we find

everywhere a relative, in several instances a positive, decline

in the quantity of occupation, notwithstanding the existence

of a large export trade in these articles. The minor in-

dustries, especially those concerned with the supply of

luxuries, and other articles, the demand for which fluctuates

with fashion, season, or taste, or where rapid changes in the

methods of production preclude the large use of expensive

machinery, absorb a larger and larger proportion of the

manufacturing classes. But manufacture, as a whole, docs

not advance at all, or at any rate not so fust as commerce
and transport. This is evidently due in part to the fact

that machinery and the routine economies of modern

capitalism are less applicable to these latter industries*

Commerce, wholesale or retail, employs a much smaller

amount of fixed capital than manufactures, and although
the proportion of fixed capital in the shape of machinery is

very large in the main branches of the transport trades, only
a comparatively small proportion of the employees in these



MODKUN CAPITALISM. 395

trades are directly engaged in operating machinery, the

great majority being occupied in subsidiary operations to

which machine economy is but slightly applicable. The
great proportionate increase of mining and building uu-

plo)nient in moM. countiics is also attributable in part to

the compaiatively small use of machinery in these opera-

tions, though it is possible that the use of coal-rutting and
oilier machinery of dicing and haulage foi mining and tin:

use of prepared steul, wood, ami other min-hine made
materials in the building tunics, may irdure the ^luwth of

direct employment in these industries.

The rapid growth of the professions, and of most of the,

other classes engaged in producing
l
*si;r>iees'* or non-

material forms of wealth, is evidently duo in largo measure
to the inherently individual economy of these modi's of

production*
The decline in the proportion of domestic service to Urn

total of the occupied classic, exhibited in Knghuid and
America, r.eems nt first sight iiiMm!>isle,nt with tin; altiibn-

tion of .so much importance \n the capital) >t ei-unniny. !nt
reflection \\ill i.how that while suniethin;{ may Ju-ie be
altribulcd to the nxlut'tion in i.|ply for /iumrMir M-niu",

arising fioni the increased u.v ol wrnniMi in inihisltial and
commeivial onmpations, ;i nun*' diitrt soun t: oi tin* iltrlmi:

is the removal irrxn tin; hmnr t and tlu; pcifbiuuum' by
machine indu.stry, of many of those pirxvisrs tjf washing,

rooking, clenning, dnts-Mnakin^, v.t*\, \vhirh wore formerly
done at home. This if; one of the* most obvious crnncmm-s
of that city life which i,s lived by an ever larger proportion
of our jnpulution.

S 5. Tin; positive or relative drrlinmjfaj'.miUuml orrupa-
linMs cannot, IHMVVIT, be atUi(|nateIy <-xplaint'd by tbe growth
cf niachinery and sni'ntiiit: niiithiuls. Nur n it in the itiaii)

attiibutable to dependence upun lorrign txnintiicM for food

Mipplies, for the United Slatis, a gn-at ib<*il exporter, and
Ft ana*, (icnuany, and Swiidcn, all of whirli sire almost self-

supporting in agricultural products, show rapid reduction in

the proportionutcs tnnploytnent in a^iwultim', Against the
economies of machinery and of inortt H<:ioittiflc farming must
l! set the necessity of liaviug recourse lo lew fertile lands
to meet the growing demands of consumers.

In order to explain the decline of agricultural employ-
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ment we must look not so much to changes in production
as to changes in consumption. Every rise of the standard
of consumption for a class or a nation is attended by a fall

in the piopoition which food and other products of the soil

bear to the total of consumption, Whereas in the uaily
decades of the nineteenth century food swallowed up almost
the entire income of the poorer sections of the working
classes, and was by far the largest factor in the expenditure
of the upper working and lower middle classes, its present

place in the standaid of comfort of these classes, though
important, is much smaller. If any accurate comparative
statistics of consumption for the entire English nation were

available, it is certain that the proportion of the general
income of the nation expended upun food and other

raw materials obtained by agriculture would show a rapid
diminution during the last eighty years. What is true of

food is also true of many sorts of manufactured goods, as

the standard of coin foil of large classes of a nation advances
further* Though for the working classes the earlier

advances of rail wages from a bare subsistence economy
may be taken almost cntiicly in demand for better and
more various foods, and for larger quantities of furniture,

clothing, and other manufactured goods, Anther advances
exhibit a larger expenditure upon recreation, travel, educa-

tion, professional services; and the middle and well to-do

classes spend a still larger share of their growing incomes

upon non-material con.sumption and upon those: more

highly-finished or artistic forms of material wealth which
derive a smallei proportion of their value from ihr extractive

and mechanical processes. The paper and printing trades,
as a half-way house between material and intellectual com-

modities, advancing in every countiy far faster than the

occupied population, in spite of their great use of machine

economies, may be cited is a convincing instance of the

change in consumption. If iuipiovt'd education ever brings
a better economy of reading, substituting a qualitative for a

quantitative consumption, a diminution of the paper and

print occupations may follow, accompanied by an increase

of occupation in the higher non-material aits of literary and
scientific interpretation, or even by a substitution of the

non-economic art of thinking,
The rapid growth of the professional and commercial
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classes is partly attributable to the foot Unit a larger numU.-r

of people have more money in spitml upon the survitx-s

rendered by these IPSS murhnniral omipations. But partly
the growth of these classes may be regarded as an artificial

inflation, due to a combination of economic atul snriul

circumstances. The superior social consideration uttnchmtf
to a piofessional career, or conver.-iely tins dMikc of a lifts of

manual or mental ruutinu in manufjK'ture in rommerro

among an increasing middle rlass, tngrtlwr with LI gn:at

expansion of the menus <>} prnfussinnal rduralion, lends to a

congestion of many of tin- piotes-iions ant! to a grriwtli of

what is sometimes railed an '

inteller tnal ]ioliianat,
*

a

struggling, ill paid, and irregularly I'lnploycd nuu-s tf

find teacliurs, clinnors, rnginct'rs, jouinalists, t\\\\\

wriUirs.

Whilw a large incr^nsu of whrlsal*j anil retail doaUirs

agtfnts, travellers, and other rrumnrrciul chiMU-K is reqnirnl
for the improved distribution of th* growing (juaiUiiie.s of

cheapened material prodm in, the ni'ttuil increase of many
of those classes .seems gn-atly ill nxee^is f thi'j req?iin'jU'nt.
Tint ituTPiiNing diltiruhy cxpfiienri'il in M

'11111;; up fr <n\c>

self with any pi osprct of surrrss in a nirmuiarhirin^ Iju-o-

nesfs, as a farmer or olher mrieprndent juoduivr, diives

larger and )argi
k
r numbers ol men iulD roiumrn'ial pursuits,

where with smaller and less spcejali>cr! training th i

y ran

struggle tf> earn a living by rutting into one or other of

the distributive? processes, as mrrrliant, broker, telailert or

agimt for some me.rcantilo 01 insutunn; business, it is

easier to CMHer the distributive, rtntipe.tition with a di;w<:c of

getting asvny .some businesh frrnn another firm than to e.nler

a productive business. While therefore it is dmihik'ss true

that an excessive amount of prndiulivit powtr cxiKtfl in

many of our manufacturing industries, the waste in far less

than is caused in the nterr;mui<; anil retail processes by the
reckless multiplication of distributors.

g 6, The normal development of occupations for a nation

passing through the e.ra oi modern capitalism would seem
to

bt^as
follows: Beginning at a point where thu large

majority of the popuhition wore ocrupivd in or about agri
culture, atul a small minority occupied exclusively in manu-
facture or in rommerce, it would proceed to provide more
and more occupation in the mining and staple manufac-
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turing industries, especially in the main textile and metal
trades. Proceeding further it would effect great economies
in the fundamental manufactures, or would become a large

importer of the cruder manufactures, and would employ
itself more largely in the final stages of manufacturing
commodities for consumers, in novel industries concerned
with special tastes and luxuries. Transport and commercial

operations will then come to play a greater part, and the

finance aspect of business life to engage an increased

amount of energy. While "dealing" becomes i datively
more important than "making" in regard to the occupation
it affords, the production and distribution of non-material

as compared with material goods grows apart; that is to

say, the arts and professions (including the art of Govern-

mcnl) engage a larger share of the population. When the

general standard of consumption for the great mns.s of the

people has reached a point where the more urgent needs of

food, clothing, housing are satisfied, all further rises in

the standard represent a larger proportion of demand for

recreation, education, professional services and other im-
material forms of wealth, J low rapidly a national economy
will follow this line of progress depends largely upon special
circumstances. Among these the most important arc the

relative power of the working classes to secure a share of

the increased material wealth which capitalist methods lend
to produce, and the freedom and expansibility of foreign
markets. Where a large expansion of home markets for

agricultural and manufacturing products is furnished by a

rising effective demand on the part of the main body of thrs

nation, and where at the same time a larger command of

foreign markets is obtained, the proportion of employment
in the productive arts may remain large for a considerable

period. The rapidly expanding markets for British manu-
factures during the first two-thirds of the nineteenth Century
served to maintain a very large proportion of the people in

productive occupations in spite of the great economics of

labour effected by machinery. Where a rigorous protective

policy prevails, as in the United Slates, Germany, and
France, the rate of displacement of agricultural and manu-

facturing occupations by commercial and professional is

considerably slower. These nations, not entering the era

of machine economy for manufactures until half-a-century



MODERN CAPITALISM. 399

later than Great Britain, have been enabled to furnUh

occupation to a growing proportion of thc'ir populations in

the manufacturing arts, in part displacing by home products
the former imports from Groat Britain, in part providing for

the early increments of a material standard of comfort for

their growing populations.
Where a nation enlcrs tin: modern capitalist ennnomy

with a low standard of material comfort for the mnws, a

growing population and a protective system, it may pro-
pone for a long time the diminution of agrioultmal and

manufacturing occupation which is an inevitable temleney
of an advanced economy.

7. The bearing of this upon international tradr; is ob-

vious. Although the number of wants common to members
of different nations constantly increases, and an international

standard of comfort thus established furnishes an ever-

growing basis of international division of labour and

exchange, very definite limits exist at any thno to th

kinds of national wealth nuilly available fur international

trade. Whiles improved and eheapenwl methods rf storage
and transport continually increase this quantity of food ;,

law materials, and manufactured goods available for wide
international distribution, iin ttvcr-iwiroasintf proportion of

national energy is put into those final presses of piepaimj',
these material forms of wealth for consumers yml into the

processes of distribution, which ;mi of necessity con fined to

national industry. Again, evmy tnrreasi; of the transport
trades, and every growth in the propoi (innate importance, of

the arts, professions*, and oilier branches of noiMtialeiial

production, further ie;itriVts the pmpnrlion of tlie national

wealth adapted to international e\ehungi
k
. When! u nation

is throwing an increasing proportion of its energies into

these occupations, the proportion of Us n^rej^ate demands
which is of a nainru to be supplied from extra-national

sources will diminish. Ji by no means follows that the
volume and value oi its imports h diminished cithLT abso-

lutely or in proportion to its total expenditure. Such a
nation may, for a time, at any rate, rely to an increasing
extent upon foruigni'n for its supplies of food, raw material,
and cruder manufactures. So

lon^
as it has large access to

the markets of less advanced nations, it may disphiee ils

own agriculture and even its manufactures by imported
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goods consumed in rises of the material standard of coinfmt
of the people, and paid for to an increasing extent by higher
types of manufacture and by various sorts of sci vices, com-
mercial and financial.

While there is no theoretic limit thus assigned tn the

giowth of an import trade which may more ami more dis-

place the more primitive home industries, it is to be ex-

pected that, as a diminishing proportion of the national

consumption takes shape in cruder commodities, so in time
the growth of the aggregate impoit trade will be checked,
a diminishing proportion of the national income being
expended upon buying foreign goods. This decline in the

relative importance of foreign trade, so far from implying a

full of national prosperity, would imply an advimre, signify-

ing, as it would, that such a nation has ber,om! rich enough
to spend a larger share of iut income upon higher forms of
wealth,

Great J Intain is the nation which has gem* furthest in this

evolution. The histoiy of her foreign trade during tint

nineteenth century shows her during' the first half innvasing
the value of her import nnd export trade at a pan.* enor-

mously move rapid than the growth of her aggregate income,
foreign trade assuming an ever greater importance. About
1860 the pare of growth of foreign trade began to slacken,

advancing at a pare which but slightly exceeded the #nmth
of the aggregate incrmu: of the nation. After 1885 a slow
decline in the rate of growth as compared with national

income is discernible. It scums likely that Great Britain

has already passed the turning-point in tins development of

foreign trade, and that in this future, while the volume
and even the value of her imports (and therefore of her

exports) will show a eontimnl advance, those imports will

constitute a slowly diminishing proportion of the annual

aggregate of commodities and services consumed by the
nation.

The statistics of occupations among other advanced in-

dustrial nations indicate that, though tlu:ir Liter develop-
ment may keep them for some time further in the era of

rapidly expanding foreign trade, the time will come when
they also will be subjunt tr> the same law, the aggregate of

their national industry growing faster than their foreign
trade.
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i. Modern industrial societies have hitherto sccuivd to a

very inadequate extent the services which modern machincjy
and methods of production arc capable of rendering. The
actual giowth of material wealth, however great, has hucn

by no means commensuiata with the enormously increased

powers of producing material commodities afforded by the

discoveries of modern science, and the paitia! utilisation

of these discoveries has been attended by a very unequid
distribution of the advantages of this innrasw in the Muck
of common knowledge and control of nature. Mon-over,
as an offset against the growth of nuileriul wi 'filth, machinery
has bcun a diiect ii&cnt in producing net turn material and
moral maladies which impair the health of modern in-

dustrial communities.

The unprecedented rapidity and incgularily of the

discovery and adoption of tho new methods made it im-

possible for the structure of industrial sodcHy to adjust
itself at onoo to the conditions of the new environment.
The maladies and defects which wi? detnet in modern in

dustry are but the measure of a present maladjustment.
The progressive adjustment oi structure to environment

in the unconscious or low-conscious world is necessarily
slow. But whens tin.

1 conscious will uf nmn either as an
individual or us a society, can be utilised for an adjusting

furcti, the pace of progress may In; indefinildy quirkenetl.
A strongly rooted rustoni in a man yields very slowly to

the pressure uf changed circumstances which make ituse.le.ss

or harmful, unless the man consciously recognises the,

inutility of the custom and sots himself to root it out timl

plant another custom in its place. So the slowness of this

work of industrial arljutitmunt has been in no .small munsure
due to the lack of definite realisation by the members of

modern communities of tins need ;md hnpurtann: of this

adjustment. A society which .should bring its conscious
will to lusar upon the work uf eoniitiiicting new social and
industrial forms to fit tlu; new economic conditions, may
uiakfj a piogivsu which, while rapid, may yet be safe,
because it is not a speculative progress, but one which is

guided in its line of movement by precedent changes of

environment

Regarding, tlutn, this conscious organised endeavour,

enlightened and stimiikikd by a fuller understanding of
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industrial forces in tlmir relation to himinn lift*, as a deter-

minant of growing value in the industrial evolution of tin*

future, it may properly belong to a ricntifi>: study of

modern industry tn seek to discover how the Foins of

conscious reform ran reasonably wotk in n-btion to the

economic fences whn:>e opeinlion
1
; have hei-n aheady in-

vestigated.
Fn olhci words, what air the chief liner, of economic

change iei mired tf) hi in;; :i!'ut n, readjustment bcUuvn
modern nif'thoils of pioiliiclion nnd Jj</ri;il wr3far(i? Thti

:nj'i\vr to thi ([Ui-stion n-qinicn us to amplify our iutcrpn
1 *

tiition of the? indn.strial involution of the pasf, rcntury, bv

producing into lh<; futurtj the same lines of d^vi'lopmcnt,
that they may bs jiif.tiiuifl by the apj>i*atance of otjiihislcnry

with sonic rational social enJ. The1 most ronvenu.'tit, an<l

porhnpK the safest way to nu'et this di'inaml is to indicatt;,

wilh that inodusty which rij'.btly bi-lon^s to |io|ihry, sriiiu-

of the main n'/oiins which .''.ri'in \n li^ upon thfj ruad oJ'

run(hired subordinate in lar'T human

}} .1, So far ;ir> tho \vafJlrt of cnmrimic
consist,'! in the i*\r*rwii\v: or di-lrrtivi? zipplir.'ition oi various

kinds of prodiirtivo fon'r at difii'ii.'nt points oJ industry,

Ujjon thM'\ii;l,in;/, batiis of individiml inili.ilivi^ ;indrontnl,
th<i reforms which are drriihihli' must In; rousidnvd as

conlributiit;', to lh<! IIUJH* <'ojnpl'tt' t-.tablishuvnt of "five"

competition in induiitry.

The cowpMr bn-iihdown <f all barriirtK which impede
the free iluw of nuuuu'jf't* nnd t!.e iui,;ratirni of rnpital and

labour, the fuhVM nnd widest <lii.!;(
iiuin{ition of industrial

information, are n-'nisMiry to UK; attainment of the indi-

vidualistic idc;d of ih'ii trail'. I'irilrit Iraiiiiparrnry of

industrial opi'rations, perfect lluidily oflufjtnir and of wealth

would effect inf'alfiil;il>]y !',ri at eronnmies in the pro<luctiin
of couinii'i'cM.'tl wc.illh. The fiiv trader, in his concentratiou

Ujx^n tlui achii'Vement ui the latter economy, has tfenrrally
failed to do full Justin* to the inipoitrineu of the former.

lie has indred'to .some limited eMent nrni.st 4d the v.ilne

of nccunite and extended imlii' liial inlbinKition ns thtt

intelliictual lusis of free tiadtr. Unt, in common witli most

errynoniists, he h.'is Tilled to e.nry this consideration fur

enough. It is generally admitted that the increased pub*
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lication of accounts and quotations of stock, springing out

of the extension of joint-stock enterprise, the growth of

numerous trade journals, the collection and dissemination

of industrial facts by government bureaux and private

statisticians, are servirvable in many ways. Eut the extreme

repugnance which is shown towards all endeavours to

extend the compulsory powers of acquiring information by
the slate, the extreme jealousy with which the rights of

private information are maintained, show how inadequately
the true character of modern industry is grasped. In tins

complexity of modern commerce it should be recognised
that there is no such thing as a M

sclf-rL*ftardinR" or a privMto
action. No fact beaimg on prices, wngus, profits, method*;

of production, etc., concerns a single; firm or a single body
of workers, Every industrial action, however detailed in

character, however secretly conducted, has a public import,
and necessarily affects the actions and interests of innumer
able persons. Indeed it is often precisely in the knowing ;

of those matters regarded as most private, and most carefully

secreted, that the public ^interest chiefly lies. Yet so firmly
rooted in the business mind is the individualistic conception
of industry, that any idea of a public development of those

important private facts upon which the credit of n particuliir

firm is based, would appear to destroy the very foundation

of the commercial fabric, Hut, although in this $im' of

commerce a single firm which played its hand openly while

others kept theirs well concealed might suffer failure, it is

quite evident that the whole community interested in the

game would gain immensely if all the hands wen; on the

table. Many, if not most, of the great disasters of modern
commercial societies are attributable precisely to the fart that

the credit of great business firms, which is pre eminrntly an

affair of public interest, is retfirdcd as purely private before

the crash, As; industry ,",
rows more and more complex, so

the interest of the public uud of an i:\vr-wirler public: in

every industrial uetiim grows apare, and a correspondingly

growing recognition of this public interest y with provision
for its security, will be found mr.ussary. So fur as the?

natural changes of indiustiuil structure in tint privfite busi-

ness fail to provide; the roijinsitc publicity, the exorcise of

direct public scrutiny must come to b< enforced. The
reluctance shown alike by bodies of employers and of
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workers tn divulge material farts is in larj/; measufe due to
the falnj ideas they have conceived as lo the natrm# of,

industrial actiuty, which education can do something lo

remove, I mt which, if not removed, must be over-ruled in

the public interest.

9$ 3* I* must in*!, however, be supposed that the most
thorough transparency of industry, any inert! than the
luiioval of the political barriers which prevent Free Truck',
would tend to briny, ahnut the desirable adjustment between
the healthy ,neial organism and the cnvironmnit of madiine-
production. Full free tiado would supply, quicken, and
fixcilitate tins operation of thcxse large economic forces which
wu have seen at work : the tendency of capital to gravitato
into larger and fewer masses, localised where labour cun
be maintained upon the most economical terms: a corre-

spondent but slower and loss complete organisation of labour
in larn masses : the flow of labouring population into towns,
together with a

lar^i.T
utilisation of wotm-n and (whore PIT

initti'd) I'hiMrcii for induMrud work: a growing knemutss
of antagonism as thj iuas:i of th< bu'.iucss-unit is lurjV'i

1

,

and an innuiai.rd ^xprndiluix; of pnniu<:tivt: pnvn-r uprjii

^wii-ixr I'onunrit'inl warfare; tlur growth of muuopolirs
sprui^inj* fnmi ihitutal, surial, or crfitumiic tinurrt^ i*on-

li'iiin^, npnh individiiids or classes the power to nmbimiu
witliout jmx hiring, and by their consumption tf> din;ct the

<in;mlity and uliarac'tiT of lai^ masses of labour.
The <:ompKfl<i tealKsation ol'full fn-u iradu in all din-otions

has IHJ jiuvvcr whatever ti> abnts tlm artivity of these fnnvK,
and would only wrvcs to biin^ their opr.ration into more
signal ami startling pionuin:nci'.

For tin; waste of pitriodir OVHT production \isibh: in IRU|I>

cU'pr*'!,sinn, for tin- Miffi;rSuj;s causrd by <tV( r l.irj^r osril la-

lions in pri<v,; and Ki't-ati.T irregularity of tiinpfoynient of
ai and labour, for tin 1

sporitic evils of long hours or
hlvt; intimity of labour, dangerous and unwholesome

ori'iiiptoyiintnt, iii'U'tMHl I'liiplifyun'iit of wcmien
trn, and |-ioMtIi uf

lai|je <% lile, fiiH:iliuii of tnulit

'il with publicity of busini-w, operations can furnish
no nriiuMliirs*

It has 1u*i*ii ,st:en that these injurit-s to individuals and
i^nnips of individuals, and through tluim to society, aiii.it

naturally antl nccesyatily from the unfettered operation of
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the enlightened self-interest of individuals and groups of

individuals engaged in obtaining for themselves, by the

freest use of industrial means available, the latest quantity
of money.
So far as these evils arc in form or in magnitude flu;

peculiar products of the last two ceuluiie*, they are in l;u,ue

measure traceable to methods of production oontiulled by

machinery, and to thu sm-ial estimate of inaehine-pnnlin Is

which gives machimuy this controlling power,
If this is so, such progress as shall abate those evils and

secure for humanity the uses uf machinery without thu

abuses will lie in two directions, each of which deserves

consideration: (JT)
an adequate social control over machine-

production; (2) an education in the arts uf consumption
such as may assign proper limits ID the spin? of machine

production.

4. That machinery subject to thu mue.stricted guidance
of the commercial interests of an individual or a class

cannot be safely trusted to work for ihegcncial welfare, is

already conceded by all who admit the desirability or neces-

sity of the restrictive legislation of Factory Acts, Mines

Uegulation Acts, and the large, giowth of public piovii>ions
lor guarding against economic, hygienic, and oilier injuries

arising from the conditions of modem industiial litr,

The.se provisions, wlii'thcr d:si'h
rnc<l dih-ctly (o :>* nit- the

interests of a class of employee;?, as in the cjrn: oi Fiidmv
Acts, or tr> protect the consuming juiUIie, MS in tlic, citse oi

Adulteration Afits, must be n^anled as involving an ailjjiH

f.ion of a genuine antagonism between im; apparent intends
of individuals and of thi*, ^hole. community, which it is the

business of society to [juanl a^iiiist.

All this Ji^islitlion i,
k
; rightly interpreted ns n rt^tiirtioti of

the freedom of individtml induMry UIH]<T nimlem niethu'I 1

,

of production, irquiiedin thu jniblio interest, Un< ontioiinl

niadune<|)roduclion would in some <:a.ses joree el.ililieu oi

six or eight years to work ten hoimj a
cl.'iy

in an unhealthy
fucLory, would introduce suddenly st lio-.t of ^Itiiutmt oi

oLlier "cheap*' workitrs to oust native labour *iccu.'.tonie<I to

a higher standard
of comfort, would permit an ititfi'uimis

manufa<:turer to injure the consumer by noxious adulteration
of his goods, would force wagus to be puid by orders upon
shops owned or controlled by employers, would oblige
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workers to heid Hither in dens of infection, and to breed

physical and moral diseases Tvliich would injure the body
politic. The need of a "rowing social control over modern
machine-] in Mlunion, in cases where that production is left

in the main to the dilution of individual enterprise, is

admitted on every side, though the development of that

conliol has br.vn uneven and determined by the pressure of

concrete giicvnnr:<:s rather than by (he acceptance of any
distinct theory of public responsibility.

Other limitations upon individual freedom of industry
imply a !e.ncr nrugiiition of the false-hood of the Jaisses

fain position. The undertaking by the State or the Muni-

cipality, or other units of social life, of various departments
of industry, such as the railways, telt-graphs, post-offices, is

a definite assertion that, in thu supply of the common
services n;nden;cl by these, industries, the competition of

private interests cannot be relied upon to work for the

public good
5. The industries which the State either limits or

<:ontiuls in the interest cither of 'a body of workers or of

the consuming public may be regarded as passing from ti

private competitive condition to a public non competitive
condition* If therefore we wish to ascertain how far and
in what directions sonal contiol of modem production
will proceed, we shall examine those industries which

already exhibit the collective character. We shall find that

they aie of two kinds (T) industries where the size and
htrueture of the. "business" is such that the protection
afforded by competition to the consuming public and to

the workers has disappeared, or is in frequent abeyance;

(2) industries where the waste and damage of excessive

competition outweighs the loss of enterprise caused by a

removal or restriction of the incentive of individual gain.

As we have seen in the analysis of "trusts," these two

characteristics, wasteful competition and monopoly, arc

often rlosely related, the former signifying the process oC

intense struggle, the object and ultimate isnue of which is

to reach thu quiet haven of monopoly. Generally speaking,
social control in tins case of over-competing industries is

limited to legislative enactments regarding conditions
^of

employment and quality of goods. Only those industries

tend to pass under public administration where the mon-
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opoly is of an article of general and necessary consumption,
and where, therefore, a raising of prices considerably

above

the competition rate would not succeed in evoking effective

competition. Since the general tendency of industry, so far

as it falls under modern economies of machinery and method,
is either towards wasteful competition or towards monopoly,
it is to be expected that there will be a continual expansion
of State interference and State undertakings. This growing
socialisation of industry must be regarded as the nattnal

adjustment of society to the new conditions of machine-

production, As under the economies of machine-produc-
tion the business-unit, the mass of capital and labour

forming a single "firm" or "business," grows laiger in ai/.o

and more potent in its operations, the social dislurbanrtjft

which it can occasion by its private activity, the far-ri*ac:Iuug

and momentous results of its strain of competition, tin;

probability of an anti-social exercise of "monopolic" power
over the whole or part of its market-area, will of necessity
increase. The railway and shipping industries, for itxaniph',

in countries like England and the United Slates, have

already reached a stage of industrial development when the

social danger arising from an arbitrary fixing of rules by u

line or a "pool" of lines, from a strike or lockout of

"dockers" or railway men, is gaining keener xc<:ognitii>n

every year. The rapidly growing organisation of linLh

capital and labour, especially in the fuiulumcntal imlu.strir:;

of coal, iron, and machine -making, in the machine transport

industries, and the most highly evolved manufactories, gives
to a body of employers or employed, or to a combination
of both, the power at any moment to paralyse the whole or

a large portion of the entire trade of a country in pursuit of

some purely private interest or resentment, or in the an|iiis>
ition of some strategical position, which shall enable them
to strengthen their competing power or gain it monopoly,
Although the organisation of masses of capital ami of labour

may, as is often urged, make industrial strife less frequent,
the effects of such strife upon the wider public, who have no

opportunity of casting a vote for war or peace, an,1 uioic

momentous. Moieover, as these piivalo movements of

capital and labour proceed, lle probability of combined
action between employers and employed in a particular

industry, to secure for themselves some advantages at the



MODERN CAPITALISM. 409

public expense, will be a factor of increasing importance in

industrial evolution.

The Trade Union movement and the various growths of

Indublrial Partnership, valuable as they are from many
points of view, furnish no remedies against the chief forms

of economic monopoly and economic waste \ they can only

change the personality and expand the number of monopo-
lists, and alter the character, not the quantity, of economic

waste. Society has an ever-deepening and more vital in-

terest in the economical management of the machinery of

transport, and this interest is no whit more secure if the

practical control of railways and docks were in the hands of

the Dockers' Union or the Amalgamated Society of Rail-

way Servants, or of a combined board of directors and trade

union officials, than it is under present circumstances. On
the contrary, an effective organisation of capital and labour

in an industry would be more likely to pursue a policy

opposed to the interests of the wider public than now,
because such a policy would be far more likely to succeed,

6. When it is said that modern industry is becoming

essentially more collective in character and therefore de-

mands collective control, what is meant is that under

.modern industrial development the interest of the industrial

society as a whole, and of the consuming public in each

piece of so-called private enterprise, is greater than it was

ever before, and requires some guarantee that this interest

shall not be ignored, Where the industry is of such a kind,

and in such a stage of development, that keen competition
without undue waste survives, this public interest can com-

monly be secured by the enactment of restrictive legislation.

, Where such partial control is insufficient to secure the

Asocial interest against monopoly or waste, State manage-
! meut, upon a national, municipal, or such other scale as is

Economically advisable, must take the place of a privale

enterprise which is dangerous to society. This necessity

becomes obvious as soon as the notion of a business as

being purely "private" or "self-regarding" in its character

is seen to be directly negatived by an understanding of tliis

complex social nature of every commercial act. So soon as

the idea of a social industrial organism is grasped, the

question of State interference in, or Stale assumption of,

an industry becomes a question of social expediency that
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is, of the just interpretation of the facts relating to the

particular case. In large measure this social control is to

be regarded, not as a necessmy protection against the

monopolic power of individuals, but as necessary for the

security of individual property within the limits prescribed
by social welfare. Modern machine-evolution, as is seen,

permits and encourages the wanton invasion and destruction
of forms of capital by the competition of new savings cm-

ployed in an anti-social way. It likewise tends to the

frequent destruction of the value of that labour power which
is the sole property of the mass of workers, " The property
which every man has in his own labour, as it is the original

foundation, su it is the most sacred and inviolable," 1

There are ccitain wastes of economic power involved
in all competition; theie are certain dangers r>f monopoly
attaching to all private conduct of industry. Colleetivu Con-
trol deals with these wastes and dangers, adjusting itself to

their extent and chatacter,

7. To the question how fur anil how rapidly may this ex-

tension of collective control proceed, nu more do/into; answer
is possible than this, that as a larger and larger amount of

industry passes into the condition oi the most highly evolved
machine-industries of to-day, and develops alniig with the

corresponding economies, cnnvsponiling dangers atnl wastes,

larger portions will pass under lo.strictivc legislation or Slate

management
The evolution in the strurluie of capitalist <;M!e,r|>rise, while

it breeds and aggiavatos the diseases of trade depression,
sweating, etc,, likewise prepares thtj way and facilitates tin:

work of social conliol. It is easier to inspirit a fe.w I,rj;tj

factories than many small om*sf easier to aibitratu whem
capital and labour stands or^anisul in large IIKIWK, easier
to municipalise IH'JJ; joint stock UiMiirsM.>s in i',as, watei, or

conveyance, livery legislative inteilrrenre, in tin, way if

inspection or minor control, quickens tin; evolution ul an
industry, and hastens the time \vhi-n it af^uiivs the position
of monopoly which demamls a fuller im-usum uf
anil finally passes into the ranks of jiuhliV imlutiy.
^Thus it would follow that, unless pmmulm;; /,///

with this evolution there was a springing uj> or an ex

1 Wealth o/Nuttow, p. i io*
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of other industries not so amenable to large machine pro-

duction, and thcrefuie not prone to the dangers and wastes

which appertain to it, collectivism would absoib an ever-

incruasinR pioportion of industrial cflbit.

g 8. At present it appears that iheio are several classes

of productive woik which avc not amenable to machine-

economy. There is much work which, though it could be

per/Funned by machinery so far as technical character is

conreiuud, cannot economically be undertaken in factones

so long as large quantities of veiy cheap hand-labour are

procurable. This class comprises the bulk of what are

commonly called the "sweating" trades, conducted for the

most part in the homes of the workers, or in small work-

shops. Most of these trades are rightly regarded as cases

of "anested development," in the sense that they are kept
out of the main course of industrial ciohition by certain

special circumstances ichting chiefly to thu* supply of cheap
labour. The wasteful working of the industrial system even

in its best-ordered parts, the irregular and incalculable

changes by which quantities of skilled labour are supplanted

by new machinery, ill-directed munition of
labour^

fiom

country to town and Iroin foreign lands, the diminution of

domestic work for women in the home, thusc and other

movements feed the laige industr.al centres with quantities

of unskilled and unUaincd labour which can be bought so

cheaply that in the lowest grades uf many industries it does

not pay the capitalist en/n*p*Micur to incur the initial cost

of setting up expensive machinery and the risk of working it.

Not o'nly in the manufactures but in other occupations

this existence of a pcimanent pool of low-skilled, inefficient

labour piesents a ^ravu obstacle to the social and moral

order of industrial nations. Large masses of "general" or

casual labourers, dockers, cheap commercial clerks, shop-

UKhiHlunls, etc,, ofler by their presence in the labour market

an uiiKurmountablc obstacle to the better organisation of

the occupations to which they adheie. The low economic

calibre of these grades of workers, their lack of skill, educa-

tion, their low standard of consumption, keep alive a

number of small, irregular, loosely-managed businesses,

retarding the legitimate evolution of organised capitalism,

and sustaining the most wasteful and degrading sorts of

competition.
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Economic and social progress demands the destruction

of these arrested developments: sanitaiy and other

humanitarian legislation should hairy the sweating din;
technical and general education should implant mnnj
skill and evoke mote wants; trad u'-orL',unis;u lion, when:

practicable, should make for higher wa^us and Uhur im-

proved conditions of employment: labour coloniir, and u
more enlightened poor-law administration should assist ID

drain these malarial marshes. The retarded ur disc; inlet I

growths of "sweating" trades involve social sinp-ury for their

removal, and the governmental "intinference," it invohr,
should rightly be distinguished from the "socialism" which
consists in the conversion of private nonnally yiuwn
monopolies into public undertakings.

9. TJut apart from these degraded survivals of pre-

capitalist business, Iheic are other kinds ofwork \\hich rein.iin

outside of capitalist production, because they are front their

natuie or the necessary conditions of their purfnrmanru not
amenable to machine industry. In branches subMiIiiuy In

tliu jneat routine industries we have suen that nun li wuil;

of final production ttml of repair remains in small Ui,.i

nesses, that a genuine anrl healthy survival t*f hand labour

may exist in trades too dcpeiuh'tii iipijii lltn-f natin^ d< utuntl ,

to enable them to JKISH umlur factory lulr, aiitl'lliiit \\l\t ii

the iu'cgukirily of the material or of the coin lit ions ui

work preclude full use of routine iiit'thuds, as ov r a larj','

part
^

of agiiculLurc, an econumy of iiinull i.utle

survives.

Certain recent tendencies of mechanical tli

favour, and may even extend, these
types

of Mu.ill iniluuiiy.
The extension of small power nuichintji, ami tbi- ithuapir
diiatiilnilion of electric power, under public uw?ieu;hip *.t

CDiitiul, mij;ht give a new indeix-ntlenrti lu Mii;i!l nu ,i i ,

in some of our maiuilactuivu; while j;n-iitiT larilitii'ii ml
chcapneSij of Uaniij)OiL mi^lit subslituti; <OO]K ration !

umall fuimers fur the ceutraliMii^ jnoci'ss cvm in ii:it ,

whuie the latter is at jm.-ient predominant.
These genuine sin vivah ofhimili busiijiwiie:; in ;^;ii ulttiif

and the manufactures1

, as also in ri-ilain tU'parliuent * ni

comment are, as we have ae.en, altiihiuahlc to dean:iiis
of puisunal rare, skill, and intnrst, wlib h, fiHinin*,' tin

poitant conditions oi aucecbo, are fuunU to outweigh ibe
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economics of large-scale production. They arc, in fact,

elements \\hich distinguish the business where they arc

found from mechanical industry, and stamp upon it the

character of an art.

Wherever these individual mental activities of workers

play a considerable purl the art-economy displaces th<;

machine-economy. Surh arts or crafts may often be far

inmnvftd in their end or puipose from the fine arts that are

rrmrrrnud with pioduring objects of which the utility con-

sists in their "beauty"; hornet i incs they may bu ixcmscd
iin'ti'ly in gollinft common forms of "standardised" ftnods
mil ot invjjular or otherwise inlrarlablc materials, 01 in the

hkilhd USLJ of rlimato, soil, and other natural conditions; at

other tiiiKJs the individuality of the worker is directed to

muot some special need or taste of the consumer that be-

longs to a narrowly utilitarian order. Put whoruver these

rluiract rustics of an industry aUain importance, the direct

nil rain of tendency towards lar^e capitalism and maohimj-

ccnnowy is chuckud or reversed.

Although, aw lias bct'.n pointed out, the indirect control of

the capitalist system over the surviving forms of small handi-

crafts, farming, retail distribution, and even over the profes-
sions and the fine arts, is sometimes very considerable, the

.survival of thesis lar^o and even growing departments of

industry in small business forms vitalised by individual

qualities of workmanship IK a phenomenon of supreme*
M,",ni fiYn ncii.

If, tin 'i i 'fort*, wo ptovfciionally acrc-pl thn view which
rcfMiils tho lar;',ti routintj bujiinefitjci;, where mechanical
jniftliNds nnj dominant, as U-ndin^ to\vards a condition

when 1
, competition di&ippcars and public control, ultimately

lulHc sulmini'lration, berrmic necessary, wo intuit dearly
recognise tb<! emttJWH* of fvun lar^ur domains of industrial

activity \vhi<h, nnt conforming to this economy, nunain in a

Mule of competition nti<l of private cnlcrpriso.

A<u:t,ptin;< this; nirthod ol intriprotiUioii, \vo shall bit ilis-

po'-.i-tl
to n^'/itd tlioiu*. brj^ routine industiii;!}, wliuru public*

control is ^rowin^ ti^htitr, and which an 1

striving ever more

MKrcssfiilly to Ltlimiiuitc competition, atid to establish forms
of tiadr a^icriucnt or combination, as dt stintMl to pasu into

the form of public iiulustrirs,

(o. Our tTxamlnntion ol trndcncics in tho moru ndvan(*rd
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inclusti al countries enables us to designate pretty cleaily
the gencial outline of this "socialistic" movement. A more
definite re-assertion of public ownership of the land as the

chief source of the mateiinl and the power of industry, as

well as the basis of the home, is making its way in various

forms into the work of imclern government. While the

present movement as rc^aids agriculttnal and urban lands

is chiefly directed lo securing for the public by taxation an
increased share of land-values, the Bowing recognition nf

the ncerls of city life imposes everywhere more restrictions

upon the private usu of lands and an increased public

ownership of land for special public purposes. In modern
democratic countries an increased availability of land for

small settlers, embodying the principles of equal access

to the natural resources of the soil, is rnpidly advancing
ns a public policy. Legal restrictions upon lar;;cj estates

or upon other wasteful or extortionate uses of land aiu a

chief line of governmental action. IJul the growth of city

life in populous countries is pressing the demands for a

morti rigorous control over urban areas which makes for

public ownership of city land us the final security for public

hygiimc, convenience, lusthuticK, ami finance'. How far this

inlciierence with private contract, through thrs establish-

ment of land-courts and the utilisation of public credit

for converting tenants into owner;, may turn oul to ln

the preparatory .sta^e of a prunes of public: owneiship
of agricultural lands?, occupied by tenants whose puy
mcnt for their land runy IKJ regarded imliilerfnlly as a

tax or a rout, remains a question for answer in this near

future.

In regard to the primary ino.s of land, ])ractieablu sucialisiu

may confine iUsitlf to sucurin^ for tlu; Sttile ns lar^<i a shaie

of tlui annual value of tint land ns it can safely take, and to

imposing more nil indent conditions upon its UHS, wliiln

abstaining from any hiri^e e.xcrcise of public owiu:nh(p and
adniinistiatiun. The i1

,
rentor interest iinpnrtcrl to tlu^ publu*

by modern 'nuluiitry in th liuiite.d zainurnl rosouret*s of land,

taken in conjunction with Ihu sippearnnnj of cartels, trusts,

ami other combination:; for tin; capital! -.1 control of mining
industries, plaees thu latter in the, category df Uio.su in-

dustries wlueh appear di-stinect lo puss into public enter-

prise, and 1lvr fact that in <vrUiin (*onnlries thi^y arc *<n
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owned and administered favouis this intciprctation of the

tendency.
If we follow the general line of development indicated by

our eailier analysis, we shall asciibe to collectivism also the

admini'ttratinn of the chief modes of transport by land,

and probably by water, the main systems of national

and international highways. The pjcaler part of the rail-

wnys of the wnild are ahcnrlj public industries, and
It is e\tiemely unlikely that (lu-at Uritain and Amcriea,
tin* t\\o iinp'jiiitnL i'\CL'pUnK, \\ill long u^ist tlie demand
(ui nationalisation.

That local lianspoit, especially in city aieis, is parsing
fioin private into public enterprise, fan flassii \\ilh other

local routine services, is already sufficiently evident.

Although the energy of private capitalist companies has

at present seemed this field for piivate profitable enter-

prise in most cities of the United Stales and many of

(Iroat IJiitain, they cannot long hold a pos'tfon which a

wider survey of the civilised world shows to be a gross

anomaly,
I low far the nationalisation of manufacturing industry is

likely to go, we have at pn-Kcnt msulnVicnt data for

prophory, If tin* prevalence of tariff?; encourages the

growth of strong industrial trusts within national areas, the

instinct or necessity of public protection against these

monopolies may compel civilised states to substitute public
for piiviitn monopoly, and to embark uprm thnne funda-

mental im-tal, and other inanufarUiu:!; which uie vital

fiit Uns in jvatinnnl iniluistiy and < onsuhiplion. Such a fttrp

wiuiUl, however, IHJ j>ivfu<v<l by a sriii-j; of experiments in

tuxatinii and contrnl, tliHiU|;h n'lilrir.tive legislation affecting

]rir *; ami riiiulitinn-* ol employment. Hut whilit there is

no e*uly piub'ibilily r>f modern industrial slates ctn^nging
in iiianulurtuivs (vM-rpI for fpeeial pinposes of revenue or

publie tiL'eutil)) thne is more likelihood of a powerful, IKJW,

<Ihvri public nuitiol r>ver nirnnifneturini
1

;
industries being

eMTi ist'd thnnti'.h publie owin-i;,hip of nttinnfacluring powi*r.
As clt-cirif ity bcronics more nnt,l inons the r.ourrc of

indiistri.il power fur inanufacttnin^, as nrll its for transport
serviei's, the. nwn< iship and distribution of this power
will moi't; jiiul inoie be I'rro^ni.srd as a fimrlinn \vhit;h

i ipalities, or oilier lr;v'r pnblie un-as of govern
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mcnt, must undcitakc. Whether this new industrial power
continue to be generated Horn coal, or in some other

way, its safe and econoniic;il production and distribution

OVLT Incal areas cannot be long entrusted to private

companies. This socialisation of mamifactuiing power is

liki'ly long to ante-da*o any consirli'rablr socialisation

of roncietu manufacturing pincesBes, and mny possibly
become so potent an iiT->limm;nt of public control as

to ntndur unnecessary public ownership and woiking of

specific manufactures.

Flow far municipal or other public enterprise is likely to

invadu the distributing trades depends, in part, upon the

rale at which the carrying trades
y< cm-rally pass into public

trade, partly upon the success or failure of the nuni'Tous

experiments in inspection which are at present regarded
ns sufficient safeguards of the public interest in many
tiadcs. Where, however, strong control over prices by
lucal rings exists, or where inspection is proved imitlrqunti*

to sticure the public health against disrtnsnl or ndiilfcralctl

wares, new invasions upon the domain of private trade will

occur.

The public abattoirs which already oxist in many
European cities may turn out to be the first slugw in a

public meat supply; municipal dairies and bnl<cric may
displace private trade in bread and milk; whilo llm pnsent
extortionate practices of rings of coal merchants would

hardly be likely to survive public ownership ami manni;c-
nuMit ofrailnuiclFt. Though the j^neral inaohinciy of cro<lit

nnd insurance still remains for tlut most pail in privato

businesses, considerables encroachments in the shape of

Slatt! insurance and public savings banks havtt been madt\

Hen*, as in many other departments, Uu,1 forward imovcment

in many countries l.'ikcs shapes in municipalism ratluT tluui

in nationalism, and municipal inMirann: Hi:)i!iiu!!;, banks,

and pawnshops are (>cc,Ui>ying place? of itin'tra\cd iiujna't

nncu in the development of public city lift*.

It is very germane to our pnvicnt oullook to rccngniscs

Ihu Kuncrsession of privnle by public cnttirprisc whicli is

taking plans in that tlrpnrttnent of production which we
term the professions*. The asfiinuptimi of education ?w a

chief function nf the Sliile Is of cntnr.c tin- nv>st conspicuous
instance of thi.s tendency, In nsi Kuropcnn countries,
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however, the socialisation of medical services and of general

hygiene is advancing at a considerable pace. Even in Great
I'ritiiin the majority of our hospitals and infirmaries are

publicly supported and managed, and public dispensaries

play an increasing part in the hygienic machinery of the

country. Though the socialisation of law, in the sense of

fruo access to public advice and administiation of justice,
is veiy far from completion, certain notable advances have
been made in most countries within icccnt times. In
(JiL-at Uiilnin the extension of law to cover new areas of

eontrovei.sy, reforms of procedure, as in bankruptcy and in

the administiation of 1'ublic Companies Acts, gratuitous
l'

i

gal arlviix* of magistrates, criminal defences paid out of
the public purse, and various other movements illustrate

thin alow, unuvcn, but continuous advance towards the fuller

nationalisation of justice.

Tin* routine trades or professions engaged in supplying
common forms of recreation arc also becoming socialised,

partly as appendages of public education or of public

hygiene. Art galleries, fteo librarius, public parks and

{.'.iii'dms arn but a few of the embellishments of civic life

\\liieh 1 ni in important lusus of public: professions and
industries,

$ M. Wu now stand face to faro with the main objection
iici oftijn raised against all cndeuvouis to remedy industrial

niul soeiiil disrusi'S by thii expansion of public control,

('(impel ition and thu xest of individual gain, it is urged,
fmiii'.h th<^ most tjflTeciivu incentive to enterprise and

rli:,<:nv<:ry. Assuming that society wuru structurally com-

jietent to adiuinisler iniliislry oflifially, the establishment

of industrial order would be the iliMlh-blow to industrial

progress, The .strife, dimmer, and waste of industrial com-

petition nrc ncceKKary eoiulitious to industrial vitality.

How murh force dr> these objections contain in the, li^ht

of the information piovided by our study of indiistiinl

(ivolutioM? It should be riM'ugmsud at thu outset that the

(
kronoiitu: individu;ilist is iu>t a eonsi'rvulive, dofendin^ an

estjibli.shed order and pointing out the d;in;jersj attending

j*mpft',t'il inuovittitms. Our analysis of the strurturo of

mudin indu'iliy shows UK; pro;j,ni.ssivti siocialisation of

HTiam rlissi-s of industry as a .sli
1

})
iu the, onliT of events,

nntmal aiul necessary with tlic earlier step
1

-, by whirh
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machine-industry superseded handicraft and crystallised in

ever larger masses with changing relations to one another.
The indictment against social control over industry is an
indictment against a natural onk'r of events, on llir* ground
that natuie has talc f MI a wrony roarl of advancement. It

is only possible to leganl the legislative action by which

public control over industiy is established as "
unnatuial

"

or "artificial" by excluding from " Nature "
those social

forces which find expression in Acts of Parliament, an

eminently unscientific mode of reasoning.
But though this growing exercise of social control can-

not be regarded as "fighting against the constitution of

things/'
1

it may bu considered by those who hold we have
no guarantee of thi* future development ofthe human race, as

one of the lines of action in which tht; advancing enfeeble-

nicnt of man may express itself: the abandonment of
individual strife in commerce may be regarded as a nuirk of

diminishing vitality, which seuks innnunity from effort and
an equable condition of material emnfoil, in prcferenee to

thu risks and (jxeiUMue.nl of a morn eventful and arduous
careur. Order will be pi u <:ha,sed at the. price of progress:
the abandonment of individual enterprise in industry Ls part
of the decadence of humanity. Thiii is the interpretation
which J)r. IVarson, in his Natfonaf Life and diameter^
places upon the sooijili.slk tendencies of the jiji,e: the sup-
pression of

^competitive imlustry in order to e\ire poverty,
physical niLsery, and woeial injustice, will protlnet,! a (r:iety
which is

"
sensuous, gtiiinl, iibniless," The valnlity of such

a judgment rests upon two assumptions : fin,!, lliut oeiul

control of industry necessarily crushes tht: spirit of indi-

vidual enterprise antl checks industrial progress; seeoiul,
that extension of Siato control over capitalist industry
necessarily iin]>lies ;i rliininifihetl scope of individiml control
in the production of uvnlth,

The first nssinnption i o]en to a number of criticisms
which nui.st be held to gixglly modify its force,, and which

imy hu uinmari,si'il ns fbllovvij:

(i) "Much indivifhial (*nterpri.si
> in industry docs not make

for
imhiblriiij pnijiu-wi, A J.-ir^T and laifvr pioportion < (f

the energy given out in tnule competition is consumed in

*

Sjju'iiccii CbtttfMfowy /twfew, Manh
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violent warfare between trade rivals, ancl is not represented
cither in advancement of industrinl arts or in increase of

material wealth,

(2) History docs not show greed of gain as the motive of

the great sir] is in industrial progress. The love of science,
the pure delight uf mechanical invention, the attainment of

some slight personal convenience in labour, and mere

chance, play the laigf.st part in the history of industrial

improvements. Tliusu motives would be as equally oper-
iitive under stale control as under private enterprise.

(3) SuHi personal inducements as may .supply a useful

stimulus to the inventive faculty cuuld ls offered in socially-
controlled industry, not merely publicity and honour, but

such direct material rewards as wore useful.

Industrial history shows that in modern competitive

industry tin; motive of pcrsonnl gain is most wasteful ly

applied. On the one hand, the great mass of intelligent
workers have no opportunity of securing an adequate, reward
for any special application of intelligence in mechanical

invention or other improvement of indiiRtrirtl arts* Few
jjnjat modern inventors have made inonuy out of their

inventions. On tho other hand, this w/w/Wfwr, with just

enough business cunning to recognise the market value of

an improvement, reaps a material reward which is often enor-

mously in excess of what is economically required to induce

him to apply his " business "
qualities to the, undertaking

(4) 'I'hti saimi diargus of vuakcnud indivi<lual inte,rt:Kt,

want of plasticity and enttirj>rise, routine torpidity, ant in a
measure, iipplicubli: to every lar^e hwnmtssas compared with

a MiialKtr. Adam Smith consulrrcd them fntal barriers to

the growth of joint stock wilerpriso oiusido a cctrtain

narrowly-defined range* But the t'conomius of the litres

business were found to outweigh those consi<lerations. So
a wellordered state-industry may be the most economical

in spite of diminished elasticity and enterprise.

But while these considerations qualify the, force of the

contention that state, - control would ftive no sropt* for

industrial progress, they do not rdutu it The. jmtiikjition
rjf the assumption by the State of various funetions, military,

juduinl, industrial, is that a safr ordeily rout hut iti the

tnmlurt of thesu nffnirs is rightly puHwsed by a low of

elasticity and a diminished pace of progress, The nrtf. of
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war and of justice would probably make more advanre

under private enterprise than under public administration,

and there is no reason to deny that postal and railway

services are slower to adopt improvements when they pass

under government control.

Tt may be generally admitted that, as the large modern

industries pass from the condition of huge private mon-

opolies to public departments, the routine character will

grow in them, and they will become less experimental and

more mechanical. It is the nature of machines to be

mechanical, and the perfection of machine-industries, as

of single machines, will be the perfection of routine. Just

in proportion as the machine has established its dominancy
over the various industries, so will tlu;y increase in size,

fliminish in flexibility, and grow rirvs for admission, as

routine businesses, into the ranks of statn-industry. If the

chief object of society was to secure continual progress in

military arts and to educate to the utmost the military

qualities, it would be well to leave fighting to privatu

enterprise instead of establishing state monopolies in the

trade of war. It sacrifices this competition, with the progress

it induces and the personal fitness it evolves, in order that

the individual enterprise of its members may bis exercised

in the competition of industrial arts, inducing industrial

progress and evolving industrial fitness. Tlo substitution

of industrialism for warfare is not, however, understood to

imply a diminution of individual enterprise, but an altera-

tion in its application,

If, starting from thin point of view, we.
jrugard

human lifts

as comprising an infinite number of activities of diflmmt

sorts, operating upon different planes of competition and

educating different human "film?*<," we. shall understand

how this particular phase of industrial evolution wo are

considering is relnted to tin: wider philosophic view of life.

All progress, from primitive snvngrdom to modern civilisa-

tion, will then appear as consist Ing in the progressive

socialisation of th lower funrtinns, the* stoppage of lower

forms of competition and of the education of the more

brutal qualities, in order that a larger and larger proportion
of individual activity may be engaged in the. exercise of

higher functions, the practice of competition upon higher

planes, and the education of higher forms of fitness.
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If the history of past civilisation shows us this, there is an
a priori presumption that each farther step in the repression
of individual enterprise and in the extension of state-control

does not mean a net diminution in individual activity or

any relaxation of effort in self-assertion, but merely an eleva-

tion of the plane of competition and of the kind of human

qualities engaged. This is, in fact, the philosophical defence

of progressive socialism, that human progress requires that

one after another the lower material animal functions shall

be reduced to routine, in order that a larger amount of

individual effort may be, devoted to the exeicifc<j of hi;4hi r

functions and the cultivation by strife of higher qualities.

To suppose that the reduction of all machine-industry to

public routine services, when it becomes possible, will imply
a net diminution in the scope of individual self-expression,
rests upon the patent fallacy of assigning certain fixed

and finite limits to human inU:ntft and activity, so that

any encroachment Irum the side of routine lessens the

absolute scope of human spontaneity and inti'icst, If, as

there is reason to believe, human desires and the activities

which arc engaged in satisfying them are boundless, the

assumption that an increa.su in the absolute amount of

state-control or routine-work implies a diminution of the

field for individual enterprise is gruundloss. The under"

lying motive, which alone can explain and juiitily each

step in projjn.'SMVt! snriali.sm, is the nltintmie.nl of ;i ne.t

economy of individual effort, which, when it is zeluiisL'd

hum exercise upon A lower plane of t.rmiprtiiiun, may
be devoted to exurciMJ upon a higher. If the result of

extending social control over industry wen; wcielylo \vA\\\\

about a common level of material comfort, attended by

spiritual and intellectual toipur and contentment, the move*
numt mitfhl be natural awl necessary, but could hardly he
termed progress.

Hut siic-h a view is based upon u deuia! of tin; uximn thai

the satisfaction of one want braids another w;mt Kxprti
nice does not teach the decay but the nel;unorphosis d
individuality, Under socialised industry pu^.re.ss in Ihe

industrial arts woul<L he slower and would absoib u Miulln

proportion r^f individual intcro,st >
in order thut piu^u

1:^ iti the

finer intulleetual and uiuial arts mi^ht be fuhtert and mip,ht

engage a larger bharc of life. To future generations of inujc
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highly evolved humanity the peculiar barbarism of our age
will consist in the fact that the major part of its intelligence,

enterprise, genius, has been devoted to the perfection of

the arts of material production through mechanical means.

If it is desirable that more of this individual energy should

be engaged in the production of higher forms of wealth by

competition upon higher planes, this can only be achieved

by the process of reducing to routine the lower functions,

Higher progress can only be purchased by an economy of

the work of lower progress, the free, conscious expression
of higher individuality by the routine subordination of

lower individuality. Industrial progress would undoubtedly
be slower under s Lute-control, because the very object of

such control is to divert a larger proportion of human

genius and effort from these occupations in order to apply
them in producing higher forms of wealth. It is not,

however, right to assume that progress in the industrial

arts would cease under state-industry ; such pn^reus would
be slower, and would itself partake of a routine: character

a slow, continuous adjustment of tlie median'uiin of produc-
tion and distribution to the slowly-changing nt-cita of the

community.
12. A most important misunderstanding of the line of

industrial development arises fioui a conviction that all

production of wealth embodied in matter hinds to pass
under the dominion of machinery, that an innrjsinj,;

number of workers in the future will lu&oinu madmn;-

tenders, and lliat the stale-control of machine-industry would

bring the vast majority of individuals into thu condition of

official machine-workers. This, however, is by no means
a reasonable forecast. In competitive machine-industry,

although it is to the interest of the Individual business to

"save" as much labour as possible, the play of competition
causes to be made and worked a much largor quantity of

machinery than is enough to maintain the eurrunt rate of

consumption, and thus keeps in UIM ranks of manufacturi; a
much larger quantity of labour than is socially ncoussary.
Yet in a typical manufacturing countiy like Knglaml sluti.r

tics show that the proportion of the working population
engaged in machine manufactures is not increasing. If,

then, by the gradual elimination of competition in the

machine-industries, the quantity of machine-work were kept



down to the social requirements of the community's con-

sumption, the proportion of machine-workers would be less

than it is, assuming the demand for machine-made goods
continued the same.

But what, it may be said, will become of the increasing

proportion of the workers not required by machinery? will

they go to swell indefinitely the ranks of distributors?

Will the number of merchants, jobbers, speculators, shop-

keepers, agents, middlemen of various sorts, grow without

limit? Assuming that the work of distribution wore left to

competitive entuipiise, arid thai the quantity and quality of

consumption remained the same as now, this zesult would
seem necessarily to follow. The labour saved in manu-
facture would puss, us it docs now, to intensify the com-

petition of the distributive trades and to subdivide into

needlessly small fragments the necessary but limited

amount of distributive wuik. JJut ihusu assumptions arc

not necessarily correct. If, as seems likely, the increased

intensity of competition fon-ed the piiAvth of
strong

mon-

opolies in ceiUiin departments uf distribution, the nnti-Bodal

power thus bestowed upon individuals would necessitate

tile extension of state- contiol to them ulsa The work
of distribution would thus pass into routine industry ad-

ministered by the public i'ui the public int'-ri'sl, Thus the

aii-ii of socialised industry would extend until it absorbed
OIK; after anotliLT nil Industrie.-; possessing the niuchifus-

eliararler and etipabli: of ailiuiniMMtiim by routine. It

tuip;lit thus nppeai that, after all, the (on;hotlines of the

individualist wouhl be veiilu'il, the woik of hl\; would bu
rui<liH'f(l to a dull inunatonuu:. iue< hitniiiin grinding out

under bureaucratic sway an even quantity of maU/nal conn-

forts for a couinuinity absorbed in thu satisfaction of its

orderly behaviour.

This goal .seems inevitable if we assume that no change
takes place in the quantity and quality of the consumption
of the community, that individu.il consiuners S;LVD or try

to save tht; suuic proportion of their income.* as now,
and upply tin; portion that they spend to the purchase
of mi:R*ased quantities of ever -cheapening machine made
ootls,

Hut are wet justified in considering it ih.russury, i/r even

i
that consuniptiou will in amount and rlutarter
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remain unchanged ? In proportion as the large industries

pass into the condition of monopolies, whether under

private or public control, the area of safe and profitable

investment for the average "saving" man will be more
restricted Thus some of the useless "saving" which

takes the shape of excessive plant, machinery, and other

forms of capital will be prevented. In other words, the

quantity of consumption will increase, and this increase will

give fuller employment to the machinery of production and
to the labour engaged in working it and in distributing the

increased product, If, however, increased consumption

merely took the form of consuming increased quantities of

the same material goods as before, the gain would be limited

to the rise of material comfort of the poorer classes, and this

gain might be set off by the congested and torpor-breeding

luxury of the bctter-to-do. A mere increase in quantity of

consumption would do nothing to avert the drifting of

industry into a bureaucratic mechanism.

13, It is to improved quality and character of consump-
tion that we can alone look for a guarantee of social progress.
Allusion has been already made to the class of artistic and
intellectual work which cannot be undertaken by machinery.
It must never be forgotten that art is the true antithesis of

machinery. The essence of art in this wide scnsu* is tin:

application of individual spontaneous human effort. Kurh

art-product is the repository of individual thought, feeling,

effort, each machine-product is not. The "
art

"
in machine

work has been exhausted in the single supreme rffort of

planning the machine; the moie perfect the machine the*

smaller the proportion of individual skill or art embodied
in the machine-product, The spirit of machinery, its vast

rapid power of multiplying quantities of material goods
of the same pattern, has so over- awed the industrial

world that the craze for quantitative consumption has
seized possession of many whose taste and education

might have enabled them to offer resistance. Thus, not

only our bread and our boots are made liy mndiinrry,
but many of the very things' wi* misname "art products."
Now a just indictment of thiu rxcvKsivi; fiicmurhiuuiU of

machinery is not based upon the belief, right or wioi%
that machinery cannot produce things in themselves us

fit or beautiful as art The true inadequacy of machine"
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products for human purposes arises from the fact that

machine-products are exactly similar to one another, whereas

consumcis are not. So long as consumers consent to bink

their individuality, to consume articles of precisely the same

shape, size, colour, material, to assimilate their consumption
to one another, machinery will supply them. But since no
two individuals are precisely similar in physical, intellectual,

or moral nature, so the real needs of no two will be the

same, even in the Katisfuction of ordinary material wants.

As the dominance of machinery over the workers tends to

the destruction of indi\iduality in work, obliging different

workers to do the .same work in the same way with a

premium upon the mere capacity of rapid repetition, in the

same way it tends to crush the individuality of consumers

l>y imposing a common character upon their consumption.
The progressive utilisation of machinery depends upon the

continuance of thin indiscriminate consumption, and the

willingness of consumers to employ every increase of income
in demanding larger and larger quantities of goods of the

Hume pattern and character. Once suppose that consumeis
refuse to conform to a common standard, and insist more
and inure upon a consumption adjusted to their individual

needs and tastes, and likewise strive to follow and to tjatisiy

the changing phases of their individual taste, such individ-

uality in consumption must impose; a conespondintf in-

dividuality in production, and machinery will be dethroned

from industry* Let us lake tlw example of thu dolh-

11114 trade. Provided this wearing public will content to

wear clothes confoimiiitf to nuiiim common patterns ami

shapes winch are only jipprovimute
"
his," machinery can be

used to make these cluthcs ; but if eveiy person required
his own taste Lo bo omsuluitl, and insisted upon an exacti-

tude of lit and a confomiily to his r>wn special uk-us of

comfort, the wuik couUl no longer In: done hy inachinny,
and would require tho skill of an "artist." It is prucfody

upon this issue tltat I!KJ conflict of muchint! versus hand
labour is still fought out. Tiic most hi^hly'iinislmd aitich ;.

in the clothing ami boot trades arc still hand-made; tin-

best golf-clubs, li;;hin#'iods ?
cricket bats, embody a

l;tij.v"

amount of lii^h manual skill, though
1 artidru of fairavtrra^;

make are turned out trhicfly by miu;hincry in large quantities,
hand made guods are produced for a small poition ol
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the consuming public, whose education and refinement of

taste induces them to prefer spending their money upon a

smaller quantity of commodities adjusted in character to

their individual needs, than upon a larger quantity of

common commodities.

Assuming that industrial evolution places an increasing

proportion of the consuming public in secure possession of

the prime physical necessaries of life, it is surely possible
that they too may come to value less highly a quantitative
increase in consumption, and may develop individuality of

tastes which require individual production for their satis-

faction. In proportion as this happens, hand work or art

must play a more important part in these industries, and

may be able to repel the further encroachments of machinery,
or evun to drive it out of some of the industrial territory it

has annexed But although the illustration of the present
condition of the clothing trades serves to indicate the nature

of the contest between machinery aiul art in the region of

ordinary material consumption, it is not suggested that social

progress will, or ought to, expel machinery from most of the

industries it controls, or to prevent its application to indus-

tries which it has not yet reached. The luxury and foppish
refinement of a small suction of "fashionable" society,

unnaturally relieved of the wholesome necessity of work,
cannot be taken as an indication of the ways in which indi-

viduality or quality of consumption may or will asscit itself,

in a society where social progress is based upon equality of

opportunity, and the power to consume has some just rela-

tion to ability and merit. It seems reasonable to expect
that on the whole machinery will retain, and even strengthen
and extend, its hold of those industries engaged in supply-

ing the primitive needs of man his food, clothing, shelter,

and other animal comforts. In a genuinely progressive

society the object will be HO to order life as to fax-cure, not

merely the largest amount of individual freedom or self-

expression, but the highest quality. If an undue amount of

individuality be devoted to the production and consumption
of food, dothing, etc., and the conscious, rofinud cultivation

of these tastes, higher forms of individual expression in

work mid life will be neglected. The just economy of indi-

viduality will therefore relegate certain brandies of produc-
tion to machinery, in order that the energy saved by such
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routine-work may be set freu for higher individual endeavour
The satisfaction of the primary animal wants hunger, thiist,

cold, etc. are common to all
;

in these purely physical
demands there is luss qualitative difference in different men;
as the needs are the same the consumption will be the same.

The absence of wide individual differences of taste marks
out the commodities for routine or machine-production. As
individuals are nearest alike in their prime physical needs,

,so, as they jjraihuilly develop higher material wauls, and,
after these aie satisfied, aesthetic, intellectual, uirjial wants,
their individualism becomes more and more marked. It in

therefore in the most highly developed, or, as they are some-
times called, the more "artificial" wants of man, that the

diversity of individual nature shows itself muM. stiongly, and
demands a satisfaction peculiar to itself which only art can

give. In a highly evolved society it is likely that many
physical needs, and even some intellectual needs, \\ill be

common to all, and will engage little individual uUi-ntion.

'Chest; may be guided as routine wants, and may IMS natiMiul

by uuichinc-nmdu goods. As a society, safely otduied in

the; supply of ordinary physical comforts, continued to

develop, a less and li;ss diversity would show itself in the

ordinary aspect of its material civilisation, henuiM; the

individuality which once found expression theic is raised

Lo a higher plant; of activity. The cntidummt and mlaigti
mt'iil of human life in such a sourly would undoubtedly
martiCeitt itself in a gn-alrr likunc-ss In 1\\rra Liu: individual

liUHiibris in the Iwvn modes of lift
1

, but Urn extent of indi-

vidual iliflfiTrmT, in tin? higher modus would be m;r widen-

ing. Tint objirt of the li.vt'llin;
1

,
in fhf* louur proncshus of

life would be that higher individual diffcruices might have

opportunity to assert tlu'imclvrs. In a progressive society
thus conceived, where socialisation and individuation grow
inseparably rdnU.'d and reacting on oiut another, thuie is

livido.ntly no fixed limit to tin; pro^U'SK of machinery* As
ciach hii'luT want is eUui'aUid, some lower want will diop
into the position of a routine want, and will puss into ttu

rightful province of iuachiiu;ry. Hut though a largo propor
tion of nutU'riui commoditirs ^ould do\ibtk iss be niatk: by

inachinc-ry, it i.s not .signilird that art will be bunblird in/in

what arc commonly called tint industrial arts* On the con-

ait may be in many wayu the friend and coopuutor
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of machinery, the latter furnishing a routine foundation for

Ihe display of individual taste and of individual satisfaction

in the consumer. One of the most hopeful signs of the

last few years is the growing intrusion of art into the

machine-industrieSj the employment of skilled designers
and executants who shall tempt and educate the public eye
with grace of form and harmony of colour. In pottery,
textile wares, hardware, furniture, and many other indus-

tries, the beginnings of public taste an; operating in demand
for variety and ornament. May not this be the beginning
of a cultivation of individual taste which shall giaft a fme-
art upon each machine-industry, apportioning tu machinery
that work which is hard, dull, dangerous, monotonous, and

uneducative, while that which is pleasant, worthy, interest-

ing, and educative is reserved for the human agent ?

1.
1

. Machinery is thus naturally adapted to the satisfaction

of the routine wants of life under social control. The charac-

ter of machine-production, as has been shown, is essentially
collective. The maladies of present machine-industries arc

due to the fact that this collective character is inadequately
recognised, and machinery, left to individual enterprise: and

competition, oppresses mankind and causes waste and com-
mercial instability. In a word, the highest division of

labour has not been yd attained, that which will apportion

machinery to the collective supply of the routine needs of

life, and art to the individual supply of the individual needs.

In this way alone can society obtain the full use of the
"
labour-saving" character of machinery, minimising tin:

amount of human exertion engaged in tending machinery
and maximising the amount engaged in the free and

interesting occupations. Engaged in satisfying the steady,
constant needs of society under social regulation, marliinury
would no longer be subject to those fearful oscillations of

demand which are liable unforeseen to plunge whole
masses of workers into unemployment and poverty, and to

waste an infinite amount of "
saving.

w When: this fluctu-

ations in consumption were confined to the legion of

individual taste, the changes of taste and growing vaiirly
of consumption would furnish the education of the artist,

who will acquire skill and flexibility by freely following
and directing the changing tastes of consumers.

In such a forecast it is of course useless to endeavour tu
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predict how far art will continue to occupy itself with

industry, or how far, set free by machinery, it will be
absorbed in the creation of finer intellectual or spiritual

products, or in what arc now lermr-d the fine arts. This
must depend upon the nature of the harmonious develop-
ment of human capacities of effort and enjoyment under
conditions of individual freedom, and the interaction of the

free development of individuals in a society founded upon an

cqunlity of the material means of life, The study of the

qualitative development of consumption in modern society
is only just beginning to be recognised ns the true starting-

point of economic scions, for although many of the older

economists did verbal homage to the importance of this

branch of study, it has been reserved for recent thinkers

lo Sfjt about the work. 1

15. It is hardly too much to say that the whole of .serial

progress depends tipon the substitution of qualitative for

quantitative methods of consumption. In so far as indi-

viduals apply their growing ability to consume in order

to demand increased quantities of the same articles they
consumed before, or flash variety of fashionable goods in

no wise, adjusted to individual need or taste, they extend
the dominion of machinery. In so far as they develop
individual tasto, delicacy ralhrr than quantity of satisfaction,

they give wider sropc to work which embodies conscious

human skill and deserves the, name of art.

"But there is another bearing of this point of equal signifi-

cance, Political eeononiist.s have :i ilinmal formula railed

the IAW of Diminishing Retains, which fasts a dark shadow

upon industrial progress as it is wmmonly conceived. The
more food and clothing, fuel, and other material goods we

require, the further wis Iwivi* to go for tlus material, and the

harder it is to get : wo must plough inferior lands yielding
smaller crops, wo must sink deeper shafts for our coal ami
iron. As our population grows ever larger, and this larger
number wants nums and moro piur.e.s of the earth to feed

1 1'rnfrssor Jcvniib' \voik upon tins brunch of Krotumiirs was mannl
by an attempt to twnt it purely ui.il hi'iniilir.illy, that is lo rc-linv qual-
itative to rju.intituttvc uiti'ciiMirrs :m immobility. Amnity; ii'ivnt

\vntrrH, I'ruJcftiitf I'ultcn, of IVimsylvrutm University, bus made by liu

tliL" most iiu|ttitarit contril>uti<ms towardn n systematic trcjttinnn of

the economics of consumption.
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its machines and to turn out the increased quantity of

goods, the drain upon natuial resources is constantly

increasing. The material world is limited; in time Nature
will become exhausted, and, long before this happens, the

quantity of human labour requiied to raise the increased

supply of raw material in the teeth of the Law of Diminish-

ing Returns will far cxpeeed the economies nt tending large-
scale machine-production.

This danger will also bo found to result entirely from the

quantitative estimate of human wealth and human life.

Confining our view for the moment to that branch of

production which is engaged in pioviding food, to which
the Law of Diminishing Returns is hold to apply with

special rigour, we can see without difficulty how, by a

progressive differentiation of consumption, we can mitigate
or even utterly defeat the operation of this law. If HIP

inhabitants of a country persist in maintaining a single
narrow standard of diet, and use the wholes of their land

for growing wlu-at and raising sheep, not merely do they
waste all olhur fine productive qualities belonging to

curtain portions of the cultivated or uncultivated soil, but

Livery inciease in their narrow consumption drives them to

worse soil, obliges tlu*m to put more labour into a quarter
of wheat or a sheep, and increases the proportion of their

aggregate product which goes ns rent. 1
If, on the other

hand, n, community cultivates a varied consumption nnd
seeks to utilise each portion of its soil for whatever form
of food it can grow best, instead of grading its l:md ex

clusivi'ly according to its wheat or sheep^raising rapacity,
it is able to defeat the "niggardliness of nature" which
assorts itself when the community insists upon a continual

extension of the saints demands. Kor land which may
be very bad for whunt growing or tfrayintf, which may
oven be "below the margin of cultivation

"
for these

purposes, may lie well adapted for producing other com-
modities. A large variety of nHunuitive uses will enable
us to get the largest not amount of utilities out <>r Nature,
nnd a community which, in lieu of un (ixtiMiuion of dcm:m<l
for the same commodities, assorts its dvili.snlion in tlm
education of new demands and a grenler complexity in

1 raiieih Jte/trfta */ JWitfMf JPtfuatujr, chaji. iv.
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the standard of its comfort, may draw from the land an

indefinite increase of wealth without putting forth more
labour or paying higher rent. It is simply one; more

example of the economy attainable by division nf labour

and specialisation of function.

8 if*. What applies to food will equally apply to the use

of the earth for providing thu raw material of all other forms

of material wwilth. A people with growing variety of con-

sumption is ever finding new ami more profitable uses for

slighted or neglerted rapacities of nature. The social

progress of nations must be chiffly determined by the

amount of their intelligent flexibility of consumption. Meie

variety of consumption in itself is not sufficient to secure

progress. There must bo a progressive; recognition of tlu;

true relations, between the products which can be most

economically raised upon each portion of the soil, and the

wholesome needs of mankind seeking the full harmonious

development of their faculties in their ^iven physical en-

vironment. A progiessive cultivation of tiifjtu l</r a variety
of strong drinks, though it might provide, mi inm eased
number of alternative uses for the soil, and might enhance

the aggregate- market values of the wealth produced, would

not, it is generally held, make for social progress, That
nation which, in its intelligent attainment of a higher
standard of life, is able to thoroughly assimilate and har-

monise the largest variety of those products for which their

soil and climate are bost adapted, will bu foremost in

industrial progieKH and in the other arts of civilisation which

spiing out of it,

Tin: case is a simple one. A mere increase! in tin: variety
of our material consumption relieves the strain imposed
upon man by the limits of the material universe, for such

variety enables him to utilise A larger proportion of the

aggregate of matter, Hut in proportion as we add to mere

variety a higher appreciation of those adaptations of matter
which art: due to human skill, and which we call Art, we pass
outside the limits of matter and arc no longer the slaves of

toods and acres and a law of diminishing returns. So long
<B we continue to raise more innn who de'iwnd more food
and clothes :m<l fuel, we are .subject to the limitations oi

the material universe, and what we #1 ever costs us more ;uul

benefits us lews, Hut when wu cease to d*.*maml man 1

,
;mtl
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begin to demand belter, commodities, more delicate, highly
finished and harmonious, we ran increase the enjoyment
without adding to the cost or exhausting the stnrr* What
artist would not laugh at the suggestion that thrs materials

of his ait, his colours, clay, marble, or what ulso he wrought
in, might fail and his art come to an end? When we are

dealing with qualitative, f.e, artistic, goods, we see at once
how an infinite expenditure of labour may be given, an
infinite satisfaction taken, from the meagrost quantity of

matter and space, fn proportion as a community comes to

substitute a qualitative for a quantitative standard of living,

it escapes the limitations imposed by matter upon man.
Art knows no restrictions of space or sue, and in proportion
as we attain the art of living we shall be likewise free.

17. So far the consideration of reformed qualilativfi

consumption has been confined to material grinds. lint a

people moving along the line of progress, seeking ever a

more highly qualitative life, will demand that a larger pro-

portion of their energy shall be given to tho production and

consumption of intellectual goods.
This world likewise is at present largely under the

dominion of Machinery and a I*:iw of Diminishing Kctums.

Hy making of our intellectual life a mere accumulation of

knowledge, piling fact upon fact, reading book upon book,

adding science to science, striving to cover as much intel-

lectual ground ns possible, wo become more worshippers
of quantity, It is not unnatural that our commercial lilis

should breed such an intellectual consumption, and that

the English and American nations in particular, who have

beyond others developed machine -production and the

quantitative genius for commerce, should exhibit the same
taste in thdr pursuit after knowledge. Pace, size., number,
cost, are ever on their lips. To visit every European capital
in a fortnight, see acres of pictures-, cathedrals, mined castles,

collect out of brinks or travel the largest mass of unassorted

and undigested information, is tho object of such portion of

the commercial life as can be spared from the more serious

occupations of life, piling up bide, after bait* of cotton goods
and eating dinner after dinner of the same inharmoniously
orderud victuals.

Our schools and colleges are engaged in turning out year

by year immense quantities of common intellectual goods*
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Our magazines, books, and lectures are chiefly machine-

products adjusted to the average reader or hearer, and are

reckoned successful if they can drive a large number of

individuals to profess the same feelings and opinions and

adopt the same party or creed, with the view of enabling
them to consume a large number of copies of the same
intellectual commodities which can he turned out by intel-

lectual machinery, instead of undergoing the effort of think-

ing and feeling for themselves. This danger, connected

with the rapid spread of printed matter, is a grave one.

Happily there are visible here also counteracting influences,

forces that tend to individualise intellectual consumption
and thus to stimulate the higher arts of intellectual pro-

duction. In a progressive community it will be more fully

recognised that it is not sufficient to induce people to give
more time and attention to intellectual consumption ; they
must demand intellectual goods vitally adjusted to their

individual needs.

X IK, To the increased regard for quality of life wo must

likewise look to escape the moral maladies which arise from

competition. For what is the rause of anti social com-

petition? It is the limitation of quantity. Two do^w are

after one hone. Two persons wish to consume one com-

modity at the some time. Now, even in material goods, the

more qualitative consumption becomes, and the more insist-

ent each individual is upon the satisfaction of his peculiar

tastes, the smaller will be the probability that two persons
will collide in their desires, and struct:

for the pnsseiision

of the self some c.'ommodity. ICvcsn in :irt-obj<:rts wliirh ore

still bounded by matter, among grmiinr lovers of nit the

individuality of cadi stnmls out in mitigation of th

antagonism of competition, for no two will have precisely

the same tastes or estimates, or will sock with equal avidity

e same embodiments of art. As we risu to purely intul-the

lurtual or moral enjoyments, compel ition gives way to

generous rivalry in cooperation. In the pursuit of know-

hl# or goodness the rivalry is no longer antagonism -

what one gains another does not lose, Onu man's .sumisw

is not another's failure. On the contrary, tin* enriduwnt

of oms is the (jnrirJunent of all. Ilotli in the produrtion
and the consumption of the highest goods of Hriumai, Art,

and Virtue, sorial, not anti- social, motives an.* tlut chief
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stimulus. In the highest forms of consumption, the practice
of the noblest arts of life, the enjo}ment of the finest

intellectual and spiritual goods, there is no purely selfish

consumption* For though the highest individuality is then

attained, the enjoyment of one individual requires the en-

joyment of others. The attainment of the highest reaches

of knowledge is impossible for the individual without the

constant and increasing aid of other minds and the inspiring

"spirit of the age"; the enjoyment of such knowledge is in

an even wider communication. The practice and enjoy-
ment of the arts of goodness are necessarily social, because
the good life can only be lived in a good society. Spinoza
has summed up the truth in saying "The highest good is

common to all, and all may equally enjoy it." So it appears
that the highest goods arc essentially at once individual

and social, pointing once more the attainment of the higher

synthesis in which the antagonism of the w one w and the
"

all," which shows itself in the lower planes of competing
effort and enjoyment, disappears.

jj K> One necessary condition of this progressive life

cannot be ignored. Human life itself must become more

qualitative, not only in its functional activities, but in its

physical basis. The greatness and worth of a community
must be seen more clearly to consist not in the numbers,
but in the character of its members. If the number of

individuals in a society continually inoeuses, no reform in

methods of consumption can prevent the constant increase

in the proportion of human energy which must be put into

the production of the prime material necessaries of physical
life which arc, and in spite of all improved methods of

treating nature will remain, ultimately subject to a law of

diminishing returns : so, less and less energy can be spared
for the life of varied and delicate consumption, high indi-

viduality and intellectual and moral growth. Professor

Gc< hies has well expressed the importance of this truth ;

"Th remedy lies in higher and higher individuation

/.<?., if we would repress excessive multiplication, we must

develop the average individual standard throughout society*

Population not merely tends to out-run the means of sub-

sistence, but to degenerate below the level of subsistence,
so that without steadily directing more and more of our

industry from the production of those forms of wealth
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which merely support life to those- which evoke it, from the

increase of the fundamental necessities of animal life to

that of the highest appliances of human culture, degenera-

tion must go on." 1

20. One final consideration remains. Modern large-

scale industry has enlarged and made more distinct an

unnatural and injurious separation of the arts of production

and the arts of consumption. Work has become more and

more differentiated from enjoyment, and in a twofold way,

Modern machine-industry has in the first place sharpened
the distinction between the "working classes," whose name

indicates that their primary function is to labour and not to

live, and the comfortable classes, whose piirnary function

is to live and not to labour, which private enterprise in

machine-industry has greatly enlarged The extremes of

these large classes present the divorcement of labour and

life in .startling prominence. But since wink and enjoy-

ment are both human functions, they must In* organically

related in the life of every individual in :i healthy com

munity. It must be recognised to In* as i-sM'ntial tMhtt

consumer to produce as for the producer to consume, Tin*

attempt on the part of an individual or u class to escape

the physical and moral law which n[uin's the output oi

personal exertion as the condition of whnlusoinc ounsunip

tion can never be succussful. On the plane of physical

health, Dr. Arlidge, in his book upon The l)heaws <*/

Otcufations, points the inevitable lesson in the high rale of

disease and mortality of this "unot.rupinl dans" in that

period of their life when they have shkijrl their /x*st lor

volunteer exertion and assume the idle lifts which their

economic power renders possible
1
. Thu nmn of "inde-

pendent means" cannot on this average keep his life in hi;

body nearly so long as the Iwlf.starvvd, ilMioused agr

cultural labourer, from whoso labour he draws tiu^mil
which ki^p him in idleness. The same law n|i[ili< in th

intdloutual world. The dilrttante JMTKCIM who tries t

extract unceasing incrunuuits of intellectual or

enjoyment from books or pictures or travel, without th

contribution of steady, painful intellectual itlfort, fails to

Vnlriok (JciM^s,

.S'.r, chnii. xx. (C^imlcmiHU.uy Scioiifi- Snii-M W,llri

Co.)-
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win an intellectual life, for the mere automatic process of

collecting the knowledge of others for peisonal consumption
without striving to enlarge the general stock, congests and
debilitates the mind and prevents the wholesome digestion
and assimilation.

The same necessary evil arises from the sharp separation
of the processes of production and consumption in the
individual life of the worker. Industry which is purely
monotonous, burdensome, uninteresting, uneducative, which
contains within itself no elements of enjoyment, cannot be

fully compensated by alternate periods of consumption or

relaxation. The painful effort involved in all labour or

exertion should have linked with it certain sustaining
elements of related interest and pleasure. It is the

absence of this which condemns machine-tending from the

human standpoint, it is the presence of this which dis-

tinguishes every art, Hence in a progressive society we;

must look to see not the abolition of machinery, but the

diminution of machine-tending which attends the growing
perfection of machinery, in order that the arts may be able

to absorb a larger share of human exertion.

The arts of production and consumption will, in the

evolution of a wholesome industrial society, be found in-

separable : not merely will they be seen to be organically

related, but rather will appear as two aspects of the same

fact, the concave; and the convex of lite. For the justly
ordered life brings the identification of lift

4

, a continuous

orderly intake and output of wholesome energy. This

judgment, not of "sentimentalism" but of science, finds

powerful but literally accurate expression in the saying
of a great modern thinker, "f.ife without industry is guill,

industry without art is biutulity." Just in jn Bullion as

the truth of the hitler phrase finds r<w:oj*mlion the <*on-

tlitions which make "life without work" possiblo will

disappear. Everything in human progress will be found to

depend upon a progressive realisation of tho nature of good
"
consumption." Just in proportion as our tastes become

so qualitative that we require to put our own spontaneity,
our sunset of beauty and fitness, our vital forco, into what-

ever work we do, and likewise require the same dements of

spontaneity and individuality in all we enjoy, the economic
conditions of a periect society will be attained.
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21. This forecast of the social and industrial goal seems

justified by a thoughtful interpretation of the tendencies

visible in the development of modern industry. How
fast may be the progress towards such an ideal, or how far

such progress may be frustrated or impaired by the appear-
ance of new or the strengthening of old antagonistic forces,

lies beyond the powers of legitimate speculation. The
endeavour to test industrial evolution by reference to the

wider movements of human life brings into prominence two

great tendencies whose operations, attested not dimly by
modern history, are in close accord with the general trend

of the development of social and individual life and th<;

relations subsisting between the two.

As modern industrial societies develop they disclose

certain material wants which are common to all or most

members, and aro less subject to fluctuations in quantity
or quality of demand than others. These routine wants,

representing that part of consumption which is common,
can be supplied most economically by highly organised

machinery and highly concentrated methods of production.
But so long as the machinery for the satisfaction of the
common wants remains outside the common control, and is

worked for the benefit of sections of the community whew
interests conflict, both with one another and with the,

general interest, an immense amount of waste and danger
arises from tho working of the machinery, anil grave social

maladies arc engendered. These maladies evoke in the
best ordered and most intelligent communities an increas-

ing pressure of public control. This public control is

strengthened and extended in proportion as the highly
evolved structure of the industry enables its administrators
to exercises powers of monopoly either in relation to the
treatment of its employees, or in relation to the prie.i; or

quality of the commodities it supplies to the public. Sur.h
industries as develop these economic powers of monopoly
in the highest degree, nnd in relation to the supply of

prime necessaries or comforts of common life, pass gradually
into the condition of public industries or#mise,d for the

public good. Tt seems likely that all tint important machine
industries engagm! in satisfying rommuii routine wants will

gradually dnvi'lop the nmnopolie chararteriNtirs whMi aemie
to large production, and will pass by decrees through the
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different phases of public control until they become merged
in public industry.

This so-called socialistic movement in industry represents
the growing cohesiveness of modern societies. At all times

there is a strong natural tendency to supply common wants

by common efforts. So long as the common wants in their

wider significance only extend to protection of the person
and of certain forms of personal property, slate-work is

nonfined within these protective limits, and the work of

producing common wealth, so far as it exists, is left

to village communities or other small units of social

organisation. As the elements of steady common con-

sumption grow in number, the common organisation
of activity to supply them will grow, and where the

supply has at first been left to private enterprise, the abuse

of power and growing inconvenience of competition will

drive, them into public industry. 35ut since the very raison

tFitre of this increased social cohesiveneas is to economise

and enrich the individual life, and to enable the play <>!'

individual energy to assume higher forms out of which more
individual satisfaction may accrue, more and more human
effort will take shape in industries which

Ayill
be left to

individual initiative and control, the arts in which the

freedom of personal spontaneity will find scope in the ex-

pression of physical or moral beauty and fitness and the

attainment of intellectual truth. The infinite variety which

theSM forms of artistic expression may assume, fraught with

the individuality of the artist, will prevent them from ever

passing into "routine" or "common" industries, though
even in the fino arts there will bo certain elements which, us

they become part of the common possession, will become

relatively void or individual interest, ;md will thus pass into

n condition of routine activity. The idea of continuity in

human progress demands this admission. Uut since each

(tncroachmenl of routine into the "liner arts" is motived by
n prior shifting of the interest of the consumer into forms

of higher rcfmi'ine.nt, thr.ru will be a net gain ;md nol a loss

in the capacity of individual exercise in artistic work. In

every form of human uetivily the, progress of routine

industry will be tho neceiMiry condition of Out expansion of

individual freedom of expression. Uut while the choice and

control of each higher form of "industry" will remain
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individualistic, in proportion as the moral bonds of society
obtain fuller conscious recognition, the work of the "artist"

likewise will be dedicated more and more to the service of

his fellow-men, Thus will the balance of the social and
individual work in the satisfaction of human wants his

preserved, while the number of those wants increase and
assume different values with the progress nf the social and
individual life.
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